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INCORPORATED ACCOUNTANTS’ HALL, 
VICTORIA EMBANKMENT, LONDON, W.C.2. = 


The Society of Incorporated Accountants and Auditors 
(A.D. 1885). 


- EXAMINATIONS. ~ 


FINAL EXAMINATION will be held on May 2nd, 3rd and 4th, 1939, 


in the following subjects :—Advanced Accounting, including Accounts of Partners and Executors and Income Tax; 


eae a 


Auditing and the General Duties of Professional Accountants including Income Jax ; Costing Accounts ; Statistical Bi 

Methods ; General Knowledge in regard to Commerce and Finance ; the Law relating to Joint Stock Companies 3 4 

and Bankruptcy ; Mercantile Law, including Partnership Law ; the Powers and Duties of Liquidators, Trustees, ae 
Executors and Receivers ; and Economics. “= 2 

= 

INTERMEDIATE EXAMINATION will be held on May 3rd and 4th, 1939, Rim 
in the following subjects :—Book-keeping and Accounts, including Income Tax ; Book-keeping and Accounts, 

including Partnership and Executorship Accounts ; General Commercial Knowledge ; Cost Accounts ; Commercial § ‘4 

ae 


Law ; the Powers and Duties of Liquidators, Trustees, xecutors and leceivers. 


PRELIMINARY EXAMINATION will be held on May Ist and 2nd, 1939, 4 
in the following subjects :—ENGLIsH, comprising : (4) One Paper on General Knowledge, including the main outlines es: 
of Modern English History from Norman Period to the present time, and General Geography ; (b) An Essay ; (9m ie 
General Questions testing knowledge and command of English and English Literature. ONE FOREIGN LANGUAGE, # 

MATHEMATICS comprising 


comprising : French, German, Spanish, or Latin (to be selected by the Candidate). sh 
Arithmetic, Algebra, and Geometry. (Candidates wishing to be examined in Spanish must give six weeks’ notice ee 
to the Secretary.) wel 
Candidates may be exempted from the l’reliminary Examination on prcduction of Certificates of having passed thé 
Examinations of certain approved bodies, a list of which can be had on application. 

The Examinations will be held at one 
LONDON, MANCHESTER, CARDIFF, LEEDS, GLASGOW, DUBLIN, aay 

BELFAST, CAPE TOWN, JOHANNESBURG and DURBAN. . 
l‘orms of application and all further information may be obtained of the Secretary. - o 
The last date for receiving applications is March 28th, 1939 - 22 

Incorporated Accountants’ Hall, A. A. GARRETT, +i 

Victoria Embankment, London, W.C.2. Secretary 

NOTE :—Complete sets of past Examination Papers may be obtained of the Secretary, price 1s. per sel ze. 
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PROFESSIONAL NOTES 


The Forward-Looking View 

Not to achieve the greatest possible accuracy 
offends against a major canon of accountancy and 
those practices are forbidden which elevate mere 
probabilities to the status of certainties. The account- 
ant seeks always for the maximum precision possible 
in the circumstances of the case. If he cannot satisfy 
himself on this score he may not admit defeat but 
he will certainly be careful to qualify his certificate. 
The accountant’s insistence on a proper observance 
of prescribed standards of accuracy is the most 
valuable safeguard which the commercial world 
possesses. We may interpret in that light Lord 
Stamp’s remarks at the dinner of the Incorporated 
Accountants’ London and District Society, when he 
deemed the accountant “‘ the chief arbiter of probity 
in cur commercial and financial relations, an umpire 
or honest broker between interested parties.” But 
to paraphrase the cogent observations which Lord 
Stamp made in the later part of his speech—the 
function of the accountant is unduly delimited if 
it is assumed to extend no further than the stamping 
of commercial records with the hall-mark of accuracy. 


It is unfortunate that the accountant’s aversion to 
probabilities or estimates has marked him, in the 
view of a considerable section of the public, as back- 
ward-looking rather than forward-looking ; as con- 
cerned with what the figures show of the past rather 
than what they portend for the future. Lord Stamp 
takes a different view—-and who among accountants 
would gainsay him ? To Lord Stamp the accountant 
will play an essential, if not an all-important part 
in determining the shape of things to come. On the 
accountant will devolve, if this view is correct, a 
large part of the work of directing the development 
of the economy. And what careful observer can fail 
to see that the accountant’s functions are already 
being broadened in this way ? Examples of this are 
easy to find. Perusal of Sir Harold Howitt’s paper 
on price fixing, submitted to the International 
Congress on Accounting in September and given in 
extensive summary form as a supplement to this 
issue of ACCOUNTANCY, will illustrate what Lord 
Stamp has in mind when he talks of problems which 
“will call upon the accountant to be an economic 
interpreter.” It is, indeed, necessary to emphasise 
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that the accountant must always retain his major 
criteria. He will continue to abhor inaccuracies and 
to eschew probabilities. But the vital fact which 
emerges from a study of present day tendencies is 
that he will apply these criteria in a more generalised 
context and will engage himself in a wider field than 
at any time in the past. 


Receivership for London Transport ? 

With the creation of the London Passenger Trans- 
port Board rather more than five years ago, there 
was also brought into being that curious hybrid, the 
“C€"’ stock. Owners of ‘‘C”’ stock were given the 
equity in the undertaking, but it was attempted to 
provide them also with something like a minimum 
return on their capital. With that end in view it was 
laid down under the London Passenger Transport 
Act, 1933, that the standard rate of interest on the 
“CC” stock should be 5} per cent., and that if the 
Board failed in each of three consecutive years after 
June 30th, 1935, to pay interest at the standard rate, 
holders of not less than 5 per cent. of the stock could 
make application to the High Court for the appoint- 
ment of a receiver or a receiver and manager. The 
initial expectations of the revenue of the Board have 
not been fulfilled, mainly because of rising costs in the 
last few years. Holders of ‘‘ C’* stock received in- 
terest at the rate of 4 per cent. in 1935-6, at 4} per 
cent. in 1936-7, and the recent declaration for 1937-8 
amounted to only 4 per cent. The extraordinary 
position has, therefore, arisen that 5 per cent. of the 
““C” stockholders can, if they wish, apply to the 
High Court for receivership. Whether such an appli- 
cation will be made, and whether, if it were made, the 
High Court would grant it, is another matter entirely, 
but developments in this connection will be watched 
with the utmost interest. It is difficult to see how a 
receiver could possibly make a better showing for the 
““C” stockholders than the present management. 
The suggestion that the Board should have placed less 
to provision for renewals—a suggestion which has been 
quite freely canvassed in the City—appears irrespons- 
ible. On the other hand, it seems there is some cause 
for dissatisfaction in the fact that the report of the 
Board available with the accounts last Friday does 
not give the Board’s views on the reduced interest, 
and gives stockholders no indication of the Board’s 
attitude with regard to an increase in fares. 
Fears that an increase in "bus fares would de- 
crease the net revenue ‘by causing a decline in the 
so-called luxury traffic, which constitutes a substantial 
part of the total "bus traffic, suggest that if an adjust- 
ment in fares is made it will apply mainly to the Greater 
London railways and possibly the Underground. It 
has been announced in fact that the railway com- 
panies are in discussion with the Board on the subject. 
Nevertheless, whatever adjustments in fares are made, 
it appears inevitable that, sooner or later, some change 
will have to be effected in the provisions governing 
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the ‘‘C”’ stock, for with earning capacity as it now is 
these provisions seem to be anomalous. 
Capitalisation of Statutory Monopolies 
The capitalisation of the London Passenger 
Transport Board is also interesting from a broader 
aspect. The principle that a limit should be set on 
the return which stockholders can receive from a 
statutory monopoly is a principle well established in 
British experience, but while the statutory monopolies 
of the nineteenth century were limited in an upward 


_ direction in this respect, the Transport Board is 


limited in a downward direction. That is a very 
important difference. It means that a right and 
proper endeavour was made adequately to compensate 
the owners of capital in undertakings which were 
absorbed by the Board. But it means that in- 
sufficient stress was placed on the possibility of wide 
fluctuations in earnings which might occur—which, 
indeed, have now occurred. With a fluctuating 
revenue basis a minimum standard rate on capital 
loses its significance, but the same does not apply 
where the standard rate is a maximum one. It is 
to be hoped, therefore, that in any extension of the 
idea of statutory corporations the necessity for a 
properly formulated capitalisation will not be over- 
looked. 
Service Contracts on Amalgamation 

The procedure available for the reconstruction 
or amalgamation of companies, which is provided 
by Sections 153 and 154 of the Companies Act, 1929, 
has been used sparingly by members of the account- 
ancy profession. Preference for the older procedure, 
involving a voluntary winding-up of the companies 
concerned, may be due to conservatism or to the 
fact that the alternative method, involving as it 
does applications to the Chancery Division of the 
High Court, is considerably more costly. It seems 
likely, however, that the decision of the Divisional 
Court in Nokes v. Doncaster Amalgamated Collieries, 
Lid., may help to popularise the newer procedure, 
provided, that is, the decision is not reversed on 
appeal, for which leave has been granted. In 
this case, the Court was called upon to determine 
whether a miner, who had entered into a written 
service contract with the Hickleton Main Colliery 
Co., was bound by the terms of the contract ‘to the 
Doncaster Amalgamated Collieries, Ltd., a company 
with which the Hickleton Main Colliery had amalga- 
mated. It is, of course, an established legal principle 
that contracts of personal service are not assignable ; 
and it is equally well established that, where a recon- 
struction or amalgamation is carried out under 
the older procedure, such contracts cannot be 
enforced by the new company. It was held, however, 
by the Divisional Court, that where the procedure 
provided by Section 153 and 154 is employed, the 
Order of the Court transfers to the new company 
all the rights of the old company or companies under 
service contracts. Failing reversal of the decision 
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by the Appeal Court, this is clearly a factor to 
be borne in mind in deciding whether a reconstruction 
or amalgamation shall be effected under the older 
or the newer method. 


Farmers and their Costs of Production 

Any accountant with a professional practice in an 
agricultural area knows the dearth of accurate 
accounting records in farming and the extreme 
rarity with which costing is effected. He knows 
only too forcibly that to compute the cost of pro- 
duction of farming products is in present circum- 
stances well-nigh impossible except in the case of 
some model farms. Accountants will, therefore, 
view with some scepticism proposals for the official 
fixing of agricultural prices on the basis of pro- 
duction costs. Yet it is this very thing that the 
National Farmers’ Union is at present urging. The 
Union has recently issued a manifesto calling for an 
official regulation of prices. Its scheme appears to 
differ in two respects from that which is at present 
in force for a number of farm products. In the first 
place, it would apparently apply to an unspecified 
but indefinitely extensible list of products; in the 
second place, revision of the level of prices would be 
provided for. Apart entirely from the general 
question how far price fixation is justified—a question 
upon which we express no opinion—it is to be noted 
that revision of the basic prices would be largely 
entrusted to a small independent body on the lines 
of the Import Duties Advisory Committee, and this 
body would recommend revision of prices in the 
light of fluctuating production costs. It is indeed 
strange to find such stress placed upon costs of 
production in an industry which has been more 
reluctant than any other to introduce modern 
methods of costing. Whatever may be the fate of 
the National Farmers’ Union’s scheme it is to be 
hoped that the importance which the Union itself 
attaches to production costs will lead to a readier 
appreciation among farmers of the necessity for 
keeping comprehensive accounting records. The 
difficulties of costing for farms are of course im- 
mense, but modern accounting methods can go a 
long way towards overcoming them—a fact which 
farmers would do well to take to heart. 


Certificates Not Under Section 134 

A form of auditor’s certificate not referred to 
under Section 134 of the Companies Act, 1929—or 
indeed in any statute—is the subject of a letter 
published in our correspondence columns. It is 
common knowledge that the practice is growing by 
which auditors are called upon to give certificates 
to the effect that their clients have conformed to 
certain trade agreements. If compliance with these 
agreements can be certified, certain bonuses or 
rebates become payable to the trader. Usually a 
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certificate can be given quite readily where it refers 
to monetary transactions only. But such cases by no 
means exhaust those in which an auditor is called 
upon to produce a certificate. Where an association 
lays it down, for example, that the trader shall mix 
no foreign-grown material with home-grown material, 
under pain of foregone or reduced rebates, the auditor 
is expected to give a certificate of the quantity of 
foreign-grown material mixed with home-grown. 
Other instances will occur to the professional 
accountant. The question arises: is the accountant 
in a position to give a certificate that his client has 
complied with the terms of agreements of this 
nature ? Admittedly, much depends upon the cir- 
cumstances of the particular case. We think, how- 
ever, that in general it may be said that a close 
examination of and inquiry into a client’s books and 
records can reveal much beyond monetary trans- 
actions proper, and that even a physical operation, 
such as the mixing of foreign-grown material with 
home-grown, can usually be traced in this way. 
Provided the auditor makes clear the method of 
check open to him and qualifies his certificate wherever 
he finds it necessary to do so, it seems that he is in 
order in performing this function. Indeed, the 
question may pertinently be asked: who else is 
competent to perform it ? 


Retail Trade 

International politics in September were not 
helpful to shopkeepers except in the grocery and 
provisions trade, where hoarding was in evidence. 
Consequently, although the trend of retail sales 
during this year has been upward, the value of sales 
for the month of September was only 0.9 per cent. 
more than for the same month of last year. For 
August the increase on the corresponding month of 
1937 was 2.8 per cent. The abnormal conditions of 
the month were most pronounced, as would be ex- 
pected, in the trade of Central London and the West 
End, and in this district there was a decline of 10.8 
per cent. in sales compared with September, 1937. 
In all the other six districts for which statistics are 
prepared—Scotland, North-East England, North- 
West England, Midlands and South Wales, South 
England and the suburbs of London—there were 
increases, ranging from 0.5 per cent. in North-West 
England to 3.9 per cent. in Scotland. For Great 
Britain as a whole sales of food and _ perishables 
increased by 4.5 per cent. compared with September, 
1937, and accounted for about 57 per cent. of the 
total value reported. The usual percentage which 
food and perishables bear to the total is about 55 
per cent., the increase being due to enlarged pur- 
chases of foodstuffs and a decline in purchases of 
other things resulting from the widespread feeling 
that it was unwise to spend money except on neces- 
saries. The money value of the stocks of retail 


traders, computed at cost, was 4.5 per cent. lower 
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at the end of September than twelve months earlier. 
This was the fourth successive decline and the largest 
for any month during the last five years. 


Do Intangibles Possess Balance Sheet Value ? 


Most accountants would agree that the precise 
valuation of intangible items in a balance sheet is 
frequently a matter for debate. The view, however, 
that intangibles invariably possess no balance sheet 
value whatsoever (as opposed to exchange value) is 
not likely to find a consensus of agreement. If that 
is so, it is not the fault of Mr. P. D. Leake, F.C.A., 
who, in a recent address at the Institute of Char- 
tered Accountants, put forward his thesis that in- 
tangibles are valueless for balance sheet purposes. 
He argued that industrial accounting is necessarily 
limited to dealing with tangible things and rights to 
such things. Tangible things, he averred, can be 
handled, counted and inspected ; that is, they can be 
accounted for by the use of logical rules and in that 
respect they are distinct from the group of rights 
which fall under the head of commercial goodwill. 
These rights, though they possess great exchangeable 
value, are not represented by anything which exists 
and thus they are not real capital. Mr. Leake urged 
that recognition should be given to the fact that 
consideration paid for a business over and above the 
going-concern value of this real capital relates only 
to rights to what he called “ future super-profit ” 
and is outside the sphere of industrial accounting. 
It follows as a corollary to this argument that the 
fixed share capital of a company should be limited 
to the going-concern value of its real assets less its 
liabilities, real assets being understood as Mr. Leake 
interpreted them. On this basis Mr. Leake found, 
as he could not fail to do, that there is widespread 
inflation of company capitalisation. The whole of 
Mr. Leake’s argument follows if it is once admitted 
that the exchangeable value of intangibles cannot be 
translated into balance sheet terms, but this principle 
Mr. Leake does not yet appear to have proved. His 
well-known efforts to reform the basis of industrial 
accounting will always arouse the greatest interest, 
but we have not yet been convinced on the initial 
premiss, being unable to agree that such factors as 
site value, the goodwill of an established clientéle, 
adaptability to changeable economic conditions and 
the like do not possess balance sheet value. 


November Examinees 

In the Spring a young man’s fancy lightly turns 
to thoughts of examinations. At least, it is more 
likely to do so in May than in November. The 
explanation is obvious. The essence of success 
in examinations is preparedness and during the 
months preceding the May sittings it is less 
difficult “‘ to scorn delights and live laborious days.”’ 
Thus we find there are 749 candidates taking the 
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November] examinations of the Society of Incor- 
porated Accountants—these examinations are now 
in progress—while 968 candidates sat in May last. 
The present month’s figure is hardly different from 
that for November of last year (744). There are 102 
aspirants for the preliminary examination, 314 for 
the intermediate and 333 for the final. The statistics 
for last May showed a pass list for the three examina- 
tions of 49 per cent. But most candidates who 
show sufficient determination eventually pass ! 


New Judges 

It was announced during October that Viscount 
Finlay, Sir Arthur Fairfax Luxmoore, Sir Rayner 
Goddard and Sir Herbert du Parcq would cease to 
be Justices of the High Court and would be elevated 
to the Court of Appeal. Mr. Justice du Pareq ‘lls 
the vacancy created by the recent retirement of Lord 
Justice Greer from the Court of Appeal. Mr. Roland 
Oliver, M.C., K.C., Mr. Reginald Croom-Johnson, 
K.C., M.P., and Mr. Wintringham Norton Stable, 
M.C., K.C., have been appointed Justices of the 
High Court of Justice, King’s Bench Division. 


Treatment of Proposed Dividends by Banks 


In continuation of the debate between Mr. de 
Paula and Mr. Bertram Nelson, published in 
ACCOUNTANCY for October, we have turned to the 


published accounts of bankers, feeling that they | 


might be expected to give a lead in the matter of the 
treatment of proposed dividends in accounts. In his 
article (and in his text-book also) Mr. de Paula 


mentioned that the Commercial Bank of Scotland . 


was the first to deviate from orthodoxy, showing the 
proposed dividend in the actual balance sheet as 
early as 1879, and that now all English banks do the 
same. When we turn to other countries, however, 
it is found that while the practice of the English 
banks is followed by most banks in the United States 


of America, Canada, Denmark and Norway, no less ~ 


than thirteen other important countries—including 
Germany, France, Sweden, Italy and Japan—-swamp 
the voting for Mr. Nelson’s more orthodox methods. 
Two more countries were included in the search— 
Switzerland and Jugoslavia. These countries deserve 
special mention because their banks produce for the 
shareholders balance sheets in both forms—one 
before appropriation of the dividend and one after— 
perhaps because it is the fate of small nations to 
compromise! A wag has suggested that since this 
is a matter where nations appear to differ Mr. de 
Paula and Mr. Nelson should refer their difference 
to a ‘‘ League of Accounting Notions.”’ 
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Unit Trust Problems 


It cannot yet be said that the unit trust movement 
is out of the development stage; new problems 
are always being encountered and new trusts are 
constantly being formed with features which, it 
is claimed, make them different from and better 
than all existing trusts. At the same time, the 
84 unit trusts in existence to-day, which have 
absorbed more than {80 million of investors’ 
money in a period of seven and a half vears, show 
a certain evolution or trend in design, and some of 
the major problems which have arisen can now be 
clearly seen and studied. 

The first trusts were ‘fixed.’ These trusts 
have portfolios composed of a number of securities 
in fixed proportions ; for every block of, say, 4,000 
units in issue the trustee holds a definite collection 
of securities, and the trustee will issue further 
units only against the deposit of a corresponding 
collection of securities. Later, the idea of “ flexi- 
bility’ was introduced. Instead of holding a 
fixed collection of securities the trustee of a flexible 
trust holds a portfolio which can be modified, 
within certain limits, by the managers of the trust, 
and the creation of new units depends not upon 
the proportionate increase of each security held 
by the trustee but upon the deposit of property 
(securities or cash) bearing the same proportion 
in value to the property already held by the trustee 
as the number of new units to be created bears to 
the number already in existence. 

The predominance of flexible trusts among the 
trusts formed in the last three years is striking. 
No less than 30 of the 35 trusts formed since the 
beginning of 1936 are flexible, while only five flexible 
trusts appear among the 49 trusts formed between 
1931 and 1935. 

Flexibility brought into sharp focus what is 
probally the most important question in the 
organisation of unit trusts—the position of the 
managers. The Anderson Committee on Fixed 
Trusts explained in their report in 1936 that 
“management companies double the parts of a 
confidential agent of the unit-holders and of a 
principal who stands to gain or lose by his transac- 
tions with them.” By this is meant that in all 
fixed trusts and in most flexible trusts existing 
at the time of the Committee’s investigations, the 
managers had to take a risk in the creation of 
units of their trusts. Units of a fixed trust could 
be created only in blocks of 4,000 or so, and were 
necessarily created for account of the managers, 
who resold them to the public. Thus, while giving 
the impression that they acted only as an inter- 
mediary between the investor and the Stock 
Exchange (aggregating a number of small demands 
for securities into a demand for reasonable quan- 


tities of various securities), the managers were 
trading for their own account and taking a profit, 
as distinct from a fee, from their relationship to 
the investor. Flexibility offered an escape from 
this position. A flexible trust could be organised 
in such a way that the entire cash proceeds of the 
sale of new units, less only a stated fee for the 
managers, became part of the trust property, the 
managers then acting as agents in the investment 
of these sums on behalf of the trust. The first 
flexible trust, formed in April, 1934, long before 
the Committee was appointed, was operated in 
this way. But for some reason it has not been 
copied by all subsequent flexible trusts, and many 
of them have what is by comparison a clumsy 
method of operation ; units are created for account 
of the managers as in a fixed trust, substituting 
the deposit of securities having a prescribed total 
value for the deposit of specified securities in stated 
nominal amounts. Of the 35 flexible trusts in 
existence to-day, 13 are of the former type, 
usually described as “cash fund trusts,” and 22 
are the latter, “appropriation trusts.”” So long 
as managers prefer the appropriation type they 
must accept in full the Anderson Committee's 
criticism that they play a dual role in the management 
of their trusts. 

The price at which units are sold is at the heart 
of the question of managers’ profits, and managers 
have been criticised for computing the price of 
units in such a way as to ensure a profit for them- 
selves over and above their disclosed fee. It has 
been shown above that this criticism is_ fully 
answered in a “‘ cash fund ’’ trust, since the effect 
of any “error” in prices is borne by the trust 
itself. Managers of certain ‘‘ appropriation trusts ” 
have sought an answer to the criticism by having 
the price of units computed or audited daily by 
accountants. While such an independent calcula- 
tion or check is to be desired in principle, it must 
be admitted it is an expense which must be met 
ultimately by the purchaser of units. Moreover, 
the accountant may have difficulty in obtaining 
dealing prices in the securities concerned. Can 
he rely on prices communicated by telephone from a 
broker’s office? Or must he rely upon the prices 
quoted in the Daily Lists? The offered prices 
quoted in the Lists are generally understood to be 
one and a half or two per cent. higher than actual 
dealing prices, and much of the criticism of managers 
in fact arises from the use of List prices. 

The aid of professional accountants has been 
sought also in the question of the yield on the 
units of a trust. This was fully discussed in an 
article in the September issue of this journal, where 
it was shown that there are difficult points to be 
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considered, but that if accountants could produce a 
more or less uniform and comprehensive certificate 
they would greatly assist the honest management 
of unit trusts. 


Yield has generally been the principal feature 
set forth in unit trust advertising, but the prospect 
of capital appreciation has also been introduced 
from time to time. As the appeal of unit trusts 
is mostly to the small investor, not fully acquainted 
with investment ;roblems, the lure of appreciation 
is particularly dangerous. No one can _ foresee 
capital appreciation with certainty, and it is 
impossible for everyone to encash it at the same 
time. 


Consideration of these questions of management 
naturally prompts the question: ‘‘ What of the 
trustee ?"’ The trusteeship of unit trusts is prac- 
tically confined to five large banks and two insur- 
ance companies, and much of the success of the 
movement is undoubtedly due to its connection 
with these institutions. But they have failed in 
certain cases to exercise a restraining influence on 
managers. The advertising without qualification 
of an extravagant yield, obtained by a process 
of buyirg income or by the inclusion of short-life 
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gold mines in the portfolio, ought not to be a 
problem for comment in public; it should be 
prevented from happening. If competition obliges 
a manager to contemplate such advertising, the 
trustee—-who almost invariably has the right to 
inspect all proposed advertising—-should refuse to 
sanction it. Similarly, as regards the price of units, 
the trustee should be able to impose a test audit 
from time to time to satisfy itself that the managers 


are computing prices fairly. t 


Criticism of existing trustees is said to have been 
one factor inspiring the newly formed First British 
Mutual Fund, in which the trustee and managers 
are made coincident. On page 63 of this issue, 
we deal in some detail with the revolutionary form 
this new Trust has taken. It may here be said 
that while the dangers of the arrangement whereby 
managers are relieved of all independent control are 
self-evident, the formation of the new trust reflects 
a feeling that the responsibility accepted by trustees 
at present does not go far enough. Their legal 
responsibility is clearly defined in a trust deed, 
but they have a wider moral responsibility to unit- 
holders, and the recognition of this responsibility 
would do much to help unit trusts out of the 
development stage. 


The Limited Liability Company 


By G. L. SCHWARTZ (Sir Ernest Cassel Lecturer in Commerce, University of London) 


The principle of complete freedom to conduct 
business enterprise under the company form of 
organisation with the important associated attributes 
of limited liability and transferability of shares was 
established in this country over 80 years ago, and 
as a principle has never been seriously challenged 
since that time. The practice has been subject to 
constant criticism and review, but the doctrine then 
laid down that freedom of contract made this form 
of business association a right and not a privilege 
has remained unquestioned to this day. 

The argument in favour can be put most forcibly 
by imagining a group of business people declaiming as 
follows :——‘‘ We propose to form a business associa- 
tion with a capital of £100,000. We announce 
beforehand that this is the amount of capital at stake 
and that our liability is restricted to this total. We 
invite people to associate themselves with us in this 
enterprise, and we shall invite other people to trade 
with us on these terms. We shall compel no one to 
join with us or to remain with us: we shall compel 
no one to trade with us. We are prepared to submit 


to a certain amount of statutory regulation designed 
to prevent fraud and other irregularities, regulation 
applicable to any form of business, but we shall 
certainly not submit without the strongest protest 
to any particular or discriminating regulation aimed 


at our special form of organisation. We are a private 
enterprise organised in a way convenient to ourselves, 
and in a democracy and a system of private enter- 
prise we have an absolute right to suit our own 
convenience in the matter.” 

This line of argument is implicit in the attitude and 
conduct of many people to-day. It can be illus- 
trated by a contemporary example. The Committee 
of Inquiry into the Anglo-Argentine Meat Trade has 
just published a report in which it expresses its pained 
surprise at the lack of co-operation shown by the 
bulk of the companies in the trade. The report 
states that in view of the fact that no legal powers 
exist to compel companies in the jurisdiction of the 
United Kingdom to supply information or to disclose 
their accounts, they endeavoured to secure their 
voluntary co-operation, but all but three of the 
companies refused to permit examination of their 
accounts. The report went on to say that the trade 
is in the power of half a dozen private concerns 
‘‘ which are so jealous of their rights to conduct their 
operations with freedom and secrecy that they have 
refused to co-operate in this inquiry which was set 
up for public purposes by two Governments. It 
appears to us that the mere fact that they have such 
power in matters of public interest and that they 
resist attempts by the Government to investigate 
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Bi the methods by which it is exercised is a situation these doubts have been increasing. For one thing 
be which calls for serious consideration. ... We do — the company is not the simple business democracy 
Bes not accept the view that secrecy is necessary in their envisaged in the ‘fifties, a democratic association 
the own interests. We believe that the supply of such = governed by majority rule. The legal facilities—we 
” information as will enable the Government as pro- __ need not discuss whether they are rights or privileges 
to | tectors of the public interest to assess their results | -—-have been abused and we are now everywhere con- 
its, will do them no harm if, as they claim, they are fronted with an oligarchical problem of large corpora- 


making no more than a fair margin of profit, while 
in the contrary case it must be regarded as no more 
_ than a necessary and legitimate safeguard against 
cen @ abuse.” 


ish | Now to people imbued with the social and economic 
pers philosophy of the nineteenth century these remarks 
mes of the Committee must savour of sheer blasphemy. 
aie The representatives of the meat companies can argue 
said that they are engaged in a legitimate line of business, 
eby that there is no accusation of fraud against them, 
are that they are taking the risks as well as the profits 
ects of their operations, and that they have a natural 
Lees right to be allowed to conduct their trade undis- 
gal turbed by investigations based on considerations to 
eed, which they do not subscribe and which in any case 
nit- do not concern them. 

lity To this the following retort could be made. The 
the meat concerns are operating under a form of organi- 


sation which derives from statutory authority. 
Incorporation and limited liability did not descend 
from Heaven: they are merely man-made facilities. 
The doctrine of natural liberty in these and all other 
social matters has long been exploded. As Jeremy 
Bentham said, ‘‘ Natural rights is nonsense on stilts.”’ 
It is true that in the debates of the ’fifties and ’sixties, 


vate when the issue was determined in favour of general 
Ives, freedom of incorporation with limited liability, the 
iter- doctrine of natural liberty was freely quoted in 
= support of the reform. Incorporation, it was 

asserted, was a right and not a privilege. Similarly 
and limited liability was a right and not a privilege. 
illus: “We propose,” said Sir Robert Lowe, the great 
vi protagonist of the reform movement, “ to take our 
> has stand upon the only firm foundation on which the 
Lined law can be placed—the right of individuals to use 
"the their own property and to make such contracts as 
“port they please, to associate in whatever form they think 
repeat best and to deal with their neighbours upon such 
Po terms as may be satisfactory to both parties.” But 


~ . in effect the issue was determined not by this philo- 
their : i . 
the sophical case for complete freedom of contract but 
: " ‘i by the social and economic results of the grant of 
t wr _ the liberty. And it is true that up to the end of the 
trade century and even later the results seemed to be 


cerm® overwhelmingly in favour of the change. The great 
their expansion of trade and industry and the general rise 
have in the standard of living which took place parallel 
= ; with the spread of the company form of organisation 
. & into practically every field of economic activity 
<7 spay proved the case of the reformers up to the 
Pe ilt. 


But there were always some doubts and of late 


tions controlled by small and often anonymous 
minorities. Such is the allegation of modern critics. 
This development, it is said, might have been fore- 
seen but was not foreseen: it might have been con- 
trolled but was not controlled. The result is that 
we have moved into a new social system and one 
can speak of a corporate system just as one speaks 
of a feudal system. The radical modern approach to 
this problem is exemplified by the contemporary 
American controversy about holding companies. In 
the United States the Courts have endowed the 
corporation with all the constitutional rights of the 
individual and on the basis of this freedom, despite 
sporadic efforts to curb monopolistic developments, 
huge corporate empires had been built up which 
dominated the economic life of the country. The 
collapse of some of these empires after 1929 brought 
disillusionment and then anger, and it is not too 
much to say that the whole theory and practice of 
the corporation are now under suspicion. As is 
known, drastic action has been taken against the 
holding company and severe restrictions have been 
put upon corporate activities, security dealings and 
the whole range of finance concerned with company 
promotion. 

A formidable indictment can be drawn up against 
general and unrestricted freedom to exploit the 
company form of organisation. Some of the criticism 
is academic but some of it severely practical. By 
the devices of pyramiding and trading on the equity 
an investment of $20 million can be made to control 
assets of $2,000 million, and in this way a few men 
can become masters of the railway system of half a 
continent. Society is no longer in a mood to concede 
such powers. It cannot be denied that there is a 
relation between large scale enterprise and mono- 
poly, and large scale enterprise has been built up 
on the company form of organisation. Take away 
limited liability and who would hold the equity in a 
£100 million company ? This single issue of mono- 
poly power is enough in itself to call the company 
form of organisation into question. Along with size 
and quasi-monopolistic powers go the opportunities 
for securing large personal incomes and fortunes, and 
extreme inequality of wealth is now regarded as a 
defect and not a necessary accompaniment of a pro- 
gressive community. Nor can it be asserted that 
these opportunities are all legitimate since, as the 
American exposures have shown, gross frauds can 
go on behind the ramifications and obscurantism of 
company finance. Another criticism is that un- 
desirable rigidities are introduced into the economic 
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system via the corporation: huge unwieldy concerns 
are built up to the stage when it is impossible to 
modify their structure, let alone envisage their dis- 
solution. We get, as one writer has put it, the tragedies 
of obsolete leviathans unable to live and unable to 
die. Similarly the demonstration that a large part, 
if not the greater part, of national saving takes place 
through the medium of company reserves has led to 
the contention that for this reason alone corporate 
freedom must be restricted. Dividend and reserve 
policies have already been made the subject of legis- 
lation. 
called into question, not merely because of the abuses 
of speculation but on the ground that individual 
liquidity is incompatible with social stability. Mr. 
Keynes has written: “The spectacle of modern 
security markets has sometimes moved me towards 
the conclusion that to make the purchase of an 
investment permanent and indissoluble, like marriage, 


Even the transferability of shares has been ~ 
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except by reason of death or other grave cause, might 
be a useful remedy for our contemporary evils.” 

It might be urged that most of this criticism relates 
to the large corporation, that many if not most people 
would agree that excessive size and monopolistic power 
give rise to problems which cannot be ignored, but 
that the average company is still a comparatively small 
business and free from the objections detailed above. 
Unfortunately there are abuses which may be asso- 
ciated with any size of company, abuses facilitated by 
incorporation and limited liability, and it is contended 


for example that the distinction made in this country : 


between the public and the private company is 
wholly unnecessary and undesirable. There are many 


things to be said in defence of the freedom of business 3 


association and against drastic State intervention and 
regulation, but the simple case which satisfied the | 
nineteenth century is no longer adequate or | 


acceptable. Me 


Accounts as Evidence 


It may surprise many people to learn that hearsay 
evidence, which is not generally admissible in a Court 
of law, may take the form of written as well as verbal 
evidence. 

Where one person (A) has made a statement to 
another person (B) about a third person (C), and B 
is called as a witness in an action to which C is a 
party, B’s evidence of what was said to him by A 
is not admissible for the purpose of proving the truth 
of A’s statement. Such evidence is excluded under 
what is called the hearsay rule. 

Hearsay evidence is not, however, always verbal 
evidence. Suppose, for instance, that A has done 
work for C ; and that he informs his book-keeper (B) 
that he has done the work. Were A to sue C for the 
price of the work done, and were C to deny that A 
had done the work, B’s evidence that A had told him 
he had done the work would not be admissible if 
given verbally. But suppose B, the book-keeper, 
had debited C with the price of the work in A’s 
account books. Would this entry be admissible 
as evidence that the work had been done? The 
answer is in the negative. The entry made by B 
in the account books is just as much hearsay as would 
be his verbal evidence. 

The hearsay rule is subject, however, to a number of 
exceedingly important qualifications, and _ this is 
particularly the case since the Evidence Act, 1938, 
came into operation in September of this year. 

In the first place, a statement (verbal or written) 
made by a party to the proceedings or his authorised 
agent is admissible against (but not in favour of) 
such party. In Storr v. Scott (1833), for instance, 
where the plaintiff sued the defendant for the price 
of goods supplied, an entry in the plaintiff’s books 


debiting a person other than the defendant with the 
goods was held admissible against the plaintiff as 
evidence for the defence. 

In the second place, oral or written declarations 
made by persons since deceased which are against | 
their own pecuniary or proprietary interests are 


admissible in proof of the facts stated, whether or not [ 


the person who made the statement was a party to 
the proceedings, and either for or against such person. 
For instance, in Taylor v. Witham (1876), where the 
plaintiff was an executor suing for the recovery of a 
loan made by his testator to the defendant, an entry 
made by the testator in his books recording the 
receipt of three months’ interest from the defendant — 
was admitted as evidence that the loan had in fact 
been made. 

In the third place, oral or written statements made 
by a person since deceased in the ordinary course of 
duty are admissible, provided that the statements 
were made contemporaneously with the events 
reported, and there was no apparent motive for mis- 
representation. In Price v. Torrington (1703), for 
example, the plaintiff desired to prove that beer had 
been delivered to the defendant ; and entries made 
by his deceased vanman, whose duty it was to 
deliver the beer, were admitted as evidence of the 
delivery. Until recently, however, in a case such as 
this the entries made by the vanman would not have 
been admissible had it been impossible to prove that 
the man was dead. 

The Evidence Act, 1938, which came into operation 
on September Ist has, however, considerably modified 
the rule of hearsay evidence. It provides that im 
any civil proceedings where direct oral evidence of 4 
fact would be admissible, any statement made by 4 
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person in a document and tending to establish that 
fact, shall, on production of the original document, 
be admissible as evidence of the fact, provided that :— 


(a) The maker of the statement had _ personal 
knowledge of the matters dealt with by the 
statement ; or 


(b) where the document is part of a continuous 
record, the maker made the statement in the 
performance of a duty to record information 
supplied to him by a person who had personal 
knowledge of the matters recorded. 


It is, however, added that such written statements 
shall be admissible only if the maker of the state- 
ment (i) is called as a witness in the proceedings, or 
(ii) is dead, or unfit to give evidence, or (iii) is beyond 
the seas and it is not practicable to secure his attend- 
ance, or (iv) all reasonable efforts to find him have 
been made without success, or (v) the Court thinks 
fit to dispense with the attendance of such person. 


Primarily, therefore, the Act does little more than 


Shareholder 
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permit accounting entries to be put in as corroborative 
evidence where the book-keeper who has made the 
entries is called to give verbal evidence. The new 
rules will be found extremely useful, however, in 
cases in which a book-keeper, by whom entries have 
been made, cannot be called in person, for it seems 
that in such cases books of account may be produced 
for the purpose of proving the truth of statements 
made therein. 

The Act makes a number of qualifying statements 
to its general propositions, among them being one to 
the effect that a statement in a document shall not 
be deemed to have been made by a person unless 
the document or material part thereof was written, 
made or produced by him with his own hand, or was 
signed by or initialled by him or otherwise recognised 
by him in writing as one for the accuracy of which he 
is responsible. This qualification may be the subject 
of interesting speculation on the respective value as 
evidence of machine and handwritten accounting 
systems. 


or Member? 


By F. A. ROBERTS, Incorporated Accountant 


Many text books do not adequately emphasise the 
important difference which exists between the capacity 
of shareholder and that of member: it is probably 
for this reason that published statements frequently 
appear which indicate the position with substantial 
inaccuracy. 

The definition of a member is provided in Section 25 
of the Companies Act, 1929, which reads as follows :—- 


Sub-section (1) The subscribers of the Memoran- 
dum of a company shall be deemed 
to have agreed to become members 
of the company, and on its regis- 
tration shall be entered as members 
in its register of members. 


sub-section (2) Every other person who agrees to 
become a member of a company, 
and whose name is entered in its 
register of members, shall be a 
member of the company. 


It is to be seen therefore that subscribers to the 
memorandum become members at the point of 
signing and that entry on the register, as directed 
by the Act, is a procedure subsequent to attaining 
membership. In the case of persons other than 
signatories to the memorandum both an agreement 
and entry on the register must be completed prior to 
acquiring the status of member. 


A very detailed interpretation of Section 25 by the 
legal profession has resulted in the avoidance oi 
Stamp duties ad valorem in renunciation. 


A shareholder is one who has the beneficial owner- 
ship in the shares; he owns the relative equity in 
the company and enjoys the income arising though 
his name may not at any time appear on the register. 
It follows that a company remains entirely unaware 
of the identity of shareholders, as an examination of 
the register will not reveal whether a party is a 
beneficial owner; furthermore Section 101 of the 
Companies Act in effect provides that the company 
shall be unaware. 

Asin the usual case only members have a right to 
vote at a company meeting, a shareholder can vote 
only if he be a member and only in_ the 
capacity of a member. The auditor is appointed by 
members and under the Act is required to report to 
the members: the effect is that he reports to share- 
holders only if they are also members. 

The point is perhaps of considerable interest 
whether the auditor, who is appointed by and who 
reports to members only, could be held in liability 
for negligence to a shareholder who was not also a 
member. There does not appear to have been a case 
before the Court on this issue but it seems unlikely 
that an auditor could be held liable in these circum- 
stances. Subject to few exceptions, it is a principle 
of law that there is privity of contract only between 
the parties to a contract. The parties to the contract 
of the appointment of an auditor are the members 
and the auditor ; and it would seem therefore that 
shareholders who were not members, and would 
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therefore be third parties, would have no right against 
the auditor. The principle seems rather similar to 
that which was applied to the Ultramares case (1931) 
in America ; and particularly in view of the present 
frequency of nominee holdings the consideration, 
apart from its academic interest, is not unworthy of 
the attention of accountants. 


It is perhaps convenient to examine the procedure 
of renunciation which nowadays is an important part 
of the routine of many public issues. The letter of 
allotment, on the back of which is the form of re-- 
nunciation, constitutes the acceptance by the com- 
pany of the offer by the applicant and a contract 
results between one who is not and may never be- 
come a member, on the one hand, and the company 
on the other hand. No further formality is neces- 
sary to complete the allotment and there follows a 
period during which renunciation and splitting take 
place. The various statutory requirements which 
surround new issues in elfect restrict this period and 
it is not usually desirable for directors to extend the 
time beyond one month after allotment. On the 
expiration of the time limit fixed for the lodgment of 
letters of renunciation the register of members is 
completed by the inclusion of the names of the 
original allottees or of those in whose favour the 
shares are renounced. Theoretically the original 
allottee who has renounced has transferred his right 
to be registered as a member. 

The executor of .a deceased shareholder having 
produced probate becomes a shareholder but he does 
not thereby acquire the capacity of a member. To 
become a member he must lodge with the company 
a letter of request—which requests the company to 
register him in his personal capacity as distinct 
from that of executor-—and his name must be entered 
on the register accordingly. If no letter of request 
be registered the estate remains liable to the company 
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for calls. To facilitate this position Section 64 of the 
Companies Act, 1929, provides that a transfer of the 
shares of the deceased, although made by the personal 
representative, who is not a member, shall be as valid 
as if he were a member. The representative as such, 
unless the Articles otherwise provide, is not entitled 
to receive notice of meetings. With the registration 
of a letter of request the executor becomes personally 
liable for calls and is in every respect a member of 
the company. In some companies, and for reasons 
which are apparent in the light of the above remarks, 
the Articles empower the directors to refuse to register 
a letter of request. 

Holders of share warrants to bearer, though share- 
holders, are not members of the company, for their 
names do not appear on the register and in fact their 
identity is unknown. 

Though Section 101 of the Companies Act, 1929, 


provides that the company shall take no notice of | 
equitable interests, an important practical point is © 


involved. If a company receives notice of an equit- 
able interest from a third party, it cannot, as against 
that third party, exercise its right of lien on the 
shares in respect of which the notice was given for 
any liability subsequently incurred to the company 
by the member (Bradford Banking Company v. 
Briggs (1887). While therefore Section 101 relieves the 
company from taking notice of equitable interests it 
is most desirable that notice of the interest should be 
entered on the register as a permanent warning to 
the company that, as from the date of the notice, 
future indebtedness of the member will not be pro- 
tected by a lien on his shares. 


It is clear therefore that the terms member and 
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shareholder are not synonymous, and in view of the | 
important differences in the legal relationship it is — 


surprising that they are so often used with but little 
discrimination. 


The Management Congress at Washington 


By RICHARD A. WITTY, Incorporated Accountant 


Abraham Lincoln! Once—not very long ago 
that name merely connoted a date, one of many 
hundred dates which had to be committed to memory 
for the history examinations. But as I stood in the 
Lincoln Memorial at Washington I realised that 
the name signified the re-birth of a nation, 
for it was Abraham Lincoln who“ saved the 
Union ” of the United States of America—perhaps 
the most constructive piece of scientific management 
ever accomplished in the world’s history. What more 
fitting centre, then, could have been chosen for the 
Seventh International Management Congress ? Such, 
at least, was the official title of the gathering, but it 


would be more aptly described as a meeting of the 7 


Apostles of Cheerfulness in Business. 


To the eighteen 


hundred delegates who assembled in the capital of the | 


United States, slumps and recessions were not occa- 


sions for tears and the wringing of hands but merely § 


phenomena which called for microscopical analysis 
as a preliminary to their final extinction. 


Over two § 


hundred papers were considered and discussed at the F 


general and technical sessions, whilst luncheons 


dinners and even cocktail parties were also used for 
the dissemination of the views held by various § 


speakers on a multitude of subjects. The ordeal o 


listening, however, could be tempered according t 
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the whim of the individual delegate, and there were 
more indications of happy levity than of undue mental 
strain. What particular topics stood out as high 
lights in this welter of verbosity ? 


To my mind one of the outstanding features of the 
Congress as a whole was the insistence that “‘ manage- 
ment ”’ does not refer to business organisation alone 
but is a wide term including all governmental activi- 
ties and particularly embracing all relations between 
State departments and members of the business 
community. At a dinner given by the Society for 
the Advancement of Management, the after-dinner 
speakers included the Chairman of the National 
Labor Relations Board, the Chairman of the Social 
Security Board, and William O. Douglas, Chairman of 
the Securities and Exchange Commission. Each of 
these government officials gave a detailed explanation 
of the legislation concerning his particular department, 
and each was at pains to prove that it had special 
regard for the business community in the administra- 
tion of the several Acts. Incidentally, it may be 
mentioned that the Labor Relations Board and the 


"Social Security Board are largely engaged with new 


legislation on social problems which have been 
familiar on this side of the Atlantic for the past 
quarter of a century. The Securities and Exchange 
Commission—-commonly known as S.E.C.—receives 
its authority from enactments which appear to be a 
combination of certain sections of our Companies Act 
and the London Stock Exchange Regulations. At 
another function an address was given by Mr. Daniel 
C. Roper, Secretary, United States Department of 
Commerce, on “ Better Management through Con- 
ference and Understanding,’’ and this address was a 
further appeal for a closer and more direct relationship 
between the State and the business section of the 
community. 


Congresses and conventions are such everyday 
affairs throughout the United States that it is freely 
admitted that the chief value of such gatherings lies 
not so much in the business sessions as in the oppor- 
tunities for personal contact, and this was perhaps 
especially true of the Washington Congress, which 
included delegates from 23 countries. These oppor- 
tunities were enlarged by Congress tours which had 
been arranged for varying periods prior to and 
following the official gatherings. I was able to join 
the eleven day Mid-Western tour which visited many 
cities between Washington and Chicago, returning 
to New York. In the course of that tour the members 
covered over 2,000 miles and were able to visit a 
number of famous plants and to see the inside 
administration from the executive point of view. 
Presidents, Vice-Presidents and Controllers vied with 
each other in welcoming the delegates and encouraging 
them to probe into the innermost recesses of business 
life. What was the general impression on British 
minds as the result of these many contacts ? 
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I must personally admit to a certain amount of 
astonishment that I saw and heard very little with 
which I was not already familiar in our own country. 
Like many other people I had, perhaps unwittingly, 
accepted the general idea that business methods in 
the United States were superior to our own, that we 
followed and copied their ideas only after a con- 
siderable lag of time, and that the student of manage- 
ment must of necessity visit America as the fountain- 
head of all that was really worth knowing. At the 
risk of appearing ungrateful for the opportunities 
afforded to me I must express the opinion that the 
whole idea of American superiority in business 
administration is an absolute myth—and, curiously 
enough, a myth which exists on this side of the Atlantic 
only. For in the United States no claim to superiority 
was made and it was admitted that in some respects. 
they still had much to learn from the older country. 
My remarks must not be interpreted, however, as 
implying that nothing is to be gained from a study 
of business methods in America. On the contrary, 
I found every visit to a business house of the utmost 
interest. The Square D Company of Michigan gave: 
a complete display of their methods of compiling 
and computing their annual inventory by the use of 
tabulating machinery, all records being made on 
the punched card system. The last link in the 
battery of machines which carried out this process 
was an automatic interpreter which translated into 
actual figures the holes punched in the tabulating 
card and printed the figures on the face of the card. 
This, we were informed, was necessary because the 
auditors would not accept the punched cards without 
this interpretation. 


I have not written much about the Congress, but 
impressions may be more important than sessions. 
I have been asked, however, why this Inter- 
national gathering was described as a Management 
Congress when the function in London three years 
ago was described as a Conference on Scientific 
Management ? 


What, then, is the distinction between Management 
and Scientific Management? Fortunately, a Com- 
mittee in Geneva has supplied the answer to that 
question. “ Management is the complex of the con- 
tinuous co-ordinated activities by means of which 
any undertaking or any administrative or other 
service, public or private, is conducted: Scientific 
Management is management based on principles and 
methods that are the outcome of scientific research.”’ 

I would add only that the success of the Congress 
was largely due to Lord Leverhulme, the leader of 
the British Delegation and President of the Inter- 
national Committee, and that his services were 
warmly appreciated and acknowledged by all who 
were privileged to take part in this memorable 
gathering. 
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PENSION SCHEMES FOR 
ACCOUNTANTS 


Pension schemes in industry need neither explana- 
tion nor advocacy. The idea of providing pensions for 
workpeople on a part-contributory basis has estab- 
lished itself permanently in this country, and con- 
tinues to grow in importance. That it does so in spite 
of the simultaneous extension of State insurance is 
certainly a sign that it fulfills a real need. Welcomed 
by employers and workpeople alike, sedulously popu- 
larised by insurance offices, there is no doubt about 
the future of pension schemes in the industrial field. 
But in the professions the position is different. Not 
so much headway has been made, and relatively few 
members of the professional bodies are covered by 
pension schemes of any kind. Accountancy is cer- 
tainly no exception in this respect. 

The reasons why the professions lag behind are 
not far to seek. In general, the professional worker 
is better able to provide on his own accord against 
old age or enforced retirement. He is better ac- 
quainted with the facilities available. He is almost 
always more highly insured than any other class of 
the community, and he usually possesses points of 
contact with insurance offices. Thus the need for a 
pension scheme may not at first glance seem obvious. 
But it must not be forgotten that though the pro- 
fessional man possesses a fair share of prudence, he 
does not possess a monopoly of it. The existence of a 
thoroughly worked-out scheme would undoubtedly, 
even in the professions, induce a larger provision 
against the future than is made when each individual 
acts on his own account. What applies to the pro- 
fessions generally applies to accountancy in_par- 
ticular. There are, however, other factors which are 
also relevant. 

In the first place, accountants are widely scattered 
throughout the country. This scattered geographical 
distribution reduces cohesion in the profession and 
makes a national scheme—and of course any scheme 
must be national—more difficult to bring into being. 
It means also that a pension scheme could hardly be 
created except through the professional accountancy 
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bodies. They alone have the facilities for introducing 
the necessary degree of cohesion. If, therefore, it 
should prove to be the case that there wasa widespread 
demand for a pension scheme in accountancy, the 
onus of considering the desirability and practicability 
of meeting this demand would fall on the professional 
bodies. We speak here without expressing in any 
way the attitude of the Council of the Society of 
Incorporated Accountants and without knowledge of 
what the Council’s views might be upon this subject. 
But it may be said without doubt that if a demand for 
a pension scheme among Incorporated Accountants 
showed itself, the Society would carefully investigate 
all the possibilities. 

In the second place, if any such investigation were 
made, there are some factors of difficulty which would 
have to be taken into account. They might, indeed, 
present so many difficulties that a pension scheme 
would be considered impracticable. On the other 
hand, they might be solved. On all this we can state 
no view. Investigation by the Society has yet to be 
made and, in any case, would presumably await 
evidence of a demand from Incorporated Accountants 
before it was made. But a few of the relevant factors 
may be mentioned. 


One important consideration is that the number 
coming within any scheme would be considerably 
reduced by the fact that accountants practising on 
their own account would not, presumably, be eligible. 
There seems to be no doubt that a pension scheme 
must be a staff pension scheme. Since the larger 
the number of persons included in a scheme the 
better from all points of view, the omission of practis- 
ing members is a material factor. Moreover, the 
members of the staffs of practising accountants are 
not all of them qualified. It would obviously be 
desirable for the whole of any given staff to be com- 
prised within the scheme, so that this again is a factor 
which would need consideration. There is a further 
point—and one of the utmost importance : if it were 
established that there is a demand for a staff pension 
scheme, and if close examination of all the circum- 
stances showed that some such scheme was practic- 
able, the method of operation would still remain to 
be determined. There are in fact two main methods, 
the insurance scheme and the self-governing fund. 
It would be premature for us to examine even cursorily 
their advantages and disadvantages. Liability to 
income tax, the allowance for expenses, the security 
of invested funds, the interest return, these and other 
considerations would arise in any comparison of an 
insurance scheme and the self-governing fund. All 
these considerations would, moreover, depend very 
largely on the number and age distribution of those 
who might be included in a scheme. And on those 
points, as on the general question whether Incor- 
porated Accountants feel the need for some facilities 
for staff pensions, we have very little information. 
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Valuation of Stock in Trade 


The provisions of Section 26 of the Finance Act, 
1938, make it an opportune time to review the whole 
question of the valuation of stock in trade for the 
purposes of taxation. 

It is well established that stock is to be valued 
at the lower of cost or market values, and in the 
normal way the value placed upon the stock in the 
accounts is not questioned, though a certificate is 
usually required from the taxpayer in the case of 
sole traders or partnerships, on Form No. 81, as to 
the basis of valuation, &c., unless the auditor’s 
report or certificate is “‘ clean,” that is, indicates a 
complete audit. 

Where, however, the percentage of gross profit 
fluctuates unreasonably, or differs to any extent 
from that normally realised in the particular trade, 
the Inspector of Taxes naturally will inquire into the 
accuracy of the stock valuation along with other 
relevant items. Normally a professional accountant 
will have made the necessary inquiries on this point 
before submitting the accounts and will have 
anticipated the Inspector’s requirements. He should, 
therefore, state the facts to the Inspector when 
sending in the accounts, and so avoid queries. 

In the case of farmers, the conventional method is 
to treat livestock (including working horses, milch- 
cows, flock-ewes, and other breeding stock) as stock 
in trade, to be valued on the same basis from year 
to year (not, of course, at a constant figure). The 
cost price is so difficult to compute, unless clearly 
kept cost accounts are available, that the market 
price (less, say, 5 per cent. for cost of marketing) 
is usually adopted. The same method of valuation 
is used for crops. Any purchased corn, seeds, 
feeding stuffs, &c., are valued at cost price. 

It is not appropriate, nor is space available in this 
article, to discuss the various meanings which may 
be attributed to the term ‘“‘ market value.” For 
income tax and National Defence Contribution 
purposes, the main consideration is that the same 
basis be adopted year by year. In general, however, 
market value means the price at which the goods 
could be replaced by purchase in the market; it 
does not mean a break-up or forced-sale value except 
in the case of damaged or out-of-fashion stock. In 
valuing the last mentioned stock, a deduction to 
cover the cost of selling should be made. 

In Brigg Neumann & Co. v. C.I.R., 1928, 12 Tax 
Cases, 1191 (an Excess Profits Duty case), it was 
held that in respect of goods which were always bought 
for forward delivery the market value of the stock 
in hand, in the absence of a spot market for such goods, 
would be the price which ruled at the time when 
contracts for delivery on the balance sheet date 


were entered into. It should be borne in mind, 
however, that it has been stated that “it is not for 
the Court to fix principles of valuation, for a principle 
of valuation is not a part of the law universal at all ; 
but the Court may be asked whether a particular 
principle of valuation would accord with the pre- 
scription of the Income Tax Acts ”’ (C_.I.R. v. Marshall, 
1928, 14 Tax Cases, at p. 322). Goods bought for 
future delivery should not be taken into stock in trade 
unless delivered. If resold before delivery, however, 
such goods would be included in purchases and sales. 

Where stock in trade has been lost by fire, the 
whole sum recovered from the insurance company is 
a trading receipt (Green v. Gliksten & Son, 1927-29, 
14 Tax Cases, 364). 

In the case of hire purchase trading, it is common 
to bring in the ba!ances outstanding on hire purchase 
agreements as stock in the hands of purchasers. In 
such cases the accounts are commonly kept on a 
system which facilitates the revaluation of such 
balances; alternatively, the Inland Revenue will 
agree to the balances being reduced by the proportion 
of gross profit, found by analysing each item or by 
taking the average rate on the whole. 

Work in progress and uncompleted contracts 
are valued on the basis of materials, labour and other 
charges expended thereon to the accounting date. 
In Hall & Co. v. C.I.R., 1920-21, 12 Tax Cases 382, 
it was held that, for Excess Profits Duty purposes, no 
anticipated profit need be brought into account 
until the goods are actually delivered, and the same 
principle should be adopted for income tax purposes. 
In the case of the National Defence Contribution, 
however, the proportion of the total estimated profit 
attributable to the work completed in the period 
is to be included (Finance Act, 1937, 4th Schedule, 
Rule 14). 

On the discontinuance of a business (including the 
notional discontinuance on a change of ownership 
under Rule 11 of the rules applicable to Cases I 
and II of Schedule D), Section 26 of the Finance 
Act, 1938, lays down new rules. If a trade is dis- 
continued by the death of a sole trader the Section 
does not apply, and the ordinary cost or market 
valuation must be adopted. Any profit or loss on a 
break-up sale would therefore be capital in the 
executor’s hands. If the stock is sold to another 


trader, or intending trader, so that the cost will be 
debited in his trading account, the stock must be 
included at the price realised or the value of the 
consideration given. 

In any other case, the value to be taken is the 
amount the stock would have realised if it had been 
sold in the open market at the discontinuance of the 
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trade. It will be observed that this presupposes 
bulk sales, not retail or similar prices. The Section 
applies to all raw materials, work in progress, and 
finished goods sold or used in the manufacture or 
construction of the products of the trade. 

The Section stops avoidance of tax in cases where 
a trader would formerly have realised a capital profit 
by discontinuing the trade and selling the appreciated 
stock, in the cases, for example, of land bought for 
development, immature materials held for maturing, 
and the like. It will operate also where stock has 
depreciated. 

For estate duty purposes stock in trade must be 
valued in detail, and if it is considerable a detailed 
professional valuation and inventory are desirable, 
though not compulsory. In this case, the market 
value must be taken, except, of course, where a 
partnership share is involved, when the accounts 
must be prepared according to customary principles. 


TAXATION NOTES 


Discount 

Now that assessments have been or are in process 
of being agreed, taxpayers may consider the advis- 
ability of paying the tax assessed under Schedule D 
in advance of the due date. A discount of two and 
a half per cent. per annum can be claimed where 
income tax, under Schedule D only, is paid before 
the due date, provided it is claimed at the date of 
payment (Income Tax Act, 1918, Section 159), or 
in writing within one month thereafter (Finance 
Act, 1937, Section 18). Though the period from the 
date of prepayment to the due date may be short 
(except in the case of second instalments), the return 
on the money is attractive when compared with the 


bank deposit rate. 


Interim Repayment Claim 

The preparation of repayment claims is usually 
deferred until after the end of the year of assessment, 
to enable a complete return of income to be made. 
It must not be overlooked, however, that an interim 
claim will be admitted as soon as vouchers are avail- 
able. Where the taxpayer’s income is small, it may 
be very desirable to make the claim half-yearly or 
at more frequent intervals. A repayment on account 
can then be obtained. If the whole income is taxed 
at source, the whole of the tax deducted to date will 
be repaid on interim claims, up to the amount of 
tax on the appropriate allowances, subject, of course, 
to retaining in charge any annual payments. Any 
untaxed income will also be left in charge. The 


following illustration shows the application of the 
above remarks. 
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Interim claim made on the tncome of the half year to 
October 5, 1938 
Married taxpaver aged 65 or over : income not exceeding 
(500 
Income Tax 


Dividends and interest re- 


ceived to date (detailed) 180 0 0 49 10 
Schedule D, Case IIT assess- 
ment on War Loan in- 
terest (based on income 
of previous vear) re 35 0 W 
215 0 90 
2% 6 


Less oan interest ye 10 0 


Interim Kepayment : 
Old Age allowance 41 
Personal allowance (part) 164 


less Case III or 35 


{170 @ 5/6 


-—_—< 


£46 15 


inal repayment claim after April 5, 1939: 
Gross Tax 
/ s. d f s. d 
Dividends and interest for 
year (detailed) ... ae 400 OVO O 110 0 6 
Case IIT... ARES ne 35 0 0 


435 0 0 
Less Loan interest = 10 Oo 9O 
(425 0 0 


‘inal Repayment : 


Old age allowance ne 85 
Personal allowance —... 180 
265 
Less Case TI] “fog 35 
£230 @ 3/6 63 5 ? 
Reduced Rate .. £135 @ 3/19 25 17 6 
89 2 6 
Less Interim Kepayment 46 15 0 
£42 7 6 


— 
The benefit to the taxpayer of the interim repay- 
ment in such a case needs no emphasis. 


National Defence Contribution —Time Limits 
Extended 

It should be noted that where a body corporatt 
desires to claim that the profits or losses of a sub- 
sidiary shall be amalgamated with its own, tht 
claim can now be made during or within six months 
after the end of the chargeable accounting period 0 
the subsidiary (or such longer time as the Com 
missioners of Inland Revenue may in any case allow). 
In the case of any chargeable accounting perio 
which ended before July 29th, 1938, the notice ma\ 
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be given at any time before January 29th, 1939 
(Finance Act, 1938, Section 42). The amalgamation 
applies for all subsequent chargeable accounting 
periods throughout which the principal body corporate 
continues to hold not less than 75 per cent. of the 
ordinary share capital of the subsidiary. 

The time wherein a sole trader or partnership may 
claim a deduction for remuneration under Rule 12 
of the Fourth Schedule of the Finance Act, 1937, is 
also extended; the claim can be made within six 
months from the end of the chargeable accounting 
period in question or such longer time as the Com- 
missioners may in any case allow (Finance Act, 
1938, Section 46). It will be remembered that the 
Inland Revenue have not insisted on the original 
time limit of one month being observed, as it was 
realised to be impracticable in most cases to make 
a claim in the time. 


Estate Duty—Small Estates 

The executor or administrator may elect to pay the 
fixed duties of 30s. or 50s. where the gross value of the 
unsettled property liable to estate duty (t.e., excluding 
property settled otherwise than by the will of the 
deceased) does not exceed £300 or £500 respectively. 
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If the election is not made, duty at one per cent. on 
the net estate (if over £100) will be payable. Where 
the fixed duty is paid, the court fees are only l5s., 
and the duty is paid by an adhesive stamp affixed 
to the affidavit. No interest is charged if the duty 
is paid within the executor’s year. If the estate 
subsequently proves to be over £500, the net scale 
rate applies, but allowance can be made for the 
fixed duty paid if the commissioners are satisfied 
that there were reasonable grounds for the original 
valuation. Although the gross estate has to be 
taken, deductions are allowed for mortgages on real 
or leasehold property created by the deceased for 
the purpose of purchasing the property, mortgages on 
the property which were not created by the deceased, 
money borrowed for the purpose of building, mort- 
gages on life policies made to an assurance office 
as security for a loan by it to the deceased, or mort- 
gages on such a policy to any other person provided 
due notice thereof was given to the assurance office. 
Where it is advantageous to do so, the executors can 
include interests in expectancy or shares of joint 
property in the unsettled gross estate. If their 
inclusion would bring the gross estate over £500, 
these items should be treated as settled property. 


Recent Tax Cases 


By F. HEYWORTH TALBOT and R. A. FURTADO, Barristers-at-Law 


Income Tax-—Penalties—Recoverable from executor 
under Law Reform (Miscellaneous Provisions) Act, 
1934, Section 1. 


In Attorney-General v. Canter (June 15, 1938, 
Tax Leaflet 977) the Court had to consider whether 
Section 1 of the Law Reform (Miscellaneous Provisions) 
Act, 1934, applies to a claim for penalties under the 
Income Tax Acts. This section provides that on 
the death of any person after the commencement of 
the Act, all causes of action subsisting against the 
deceased shall survive against his estate. Sub- 
section 3 provides that no proceedings in tort shall be 
maintained against the deceased’s estate unless either 
the proceedings were pending at the date of death, 
or the cause of action arose within six months of the 
death and proceedings are commenced within six 
months of the grant of representation. In the case 
under consideration the deceased had incurred penal- 
ties under Section 30 of the Income Tax Act. No 
proceedings were pending at the date of death, and 
the liability arose more than six months before death. 
The defendant, as the deceased’s executrix, contended 
(1) that the claim for penalties was not a cause of 
action which would survive under Section 1 of the 
Law Reform (Miscellaneous Provisions) Act, 1934, 
and (2) that in any event the proceedings were an 
action of tort, and were barred under Sub-section 3. 


The Court rejected both contentions, and decided 
that the penalties were recoverable from the execu- 
trix, and that the Crown’s claim was not an action 
of tort within the protection of Sub-section 3. This 
decision throws a grave responsibility upon an 
executor who is aware of circumstances which have 
given rise to a claim for penalties ; if he distributes 
the estate he might be called upon to satisfy the 
claim to the extent of the assets which he has handlec . 
and it may be doubtful whether an advertisement 
under Section 27 of the Trustee Act would protect such 
an executor if he knew that a penalty had been 
incurred, even though proceedings might not have 
been commenced. In such a case it would be prudent 
for the executor carefully to consider his position 
before he distributes the estate. 


Surtax—-Deductions from total income on account of 
annual payments made under seven-year covenant 
Annual payments of fluctuating amount. 

In Commissioners of Inland Revenue v. Mallaby- 
Deeley and another (June 30, 1938, Tax Leaflet 978) 
an important decision was given on Section 20 (1) (0) 
of the Finance Act, 1922. It is there enacted that any 


income which, in consequence of a disposition not made 
for valuable and sufficient consideration, is payable to 
another person for a period which cannot exceed six 
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years, shall be deemed for the purposes of income 
tax and surtax to be the income of the person 
by whom the disposition was made. In the above 
case the respondent had made a deed whereby he 
covenanted to pay in each of seven consecutive years 
such a sum as after deduction of income tax would 
amount to a net sum varying from £5,600 in the first 
year to {700 in the last year. The covenant was, in 
fact, though this did not appear in the deed, in lieu 
of and in satisfaction of a pre-existing voluntary 
covenant to pay a capital sum in five equal instal- 
ments. 
in each year, with the appropriate addition of income 
tax, was a proper deduction in estimating his total 
income for that year for surtax. It was decided, 
however, that the only amount so deductible in each 
year was the sum of £700, with the appropriate 
addition of income tax; i.e. a sum equal to the 
smallest of the annual payments to be made under 
the covenant, this being the only payment to be 
made annually throughout the whole period. The 
excess over {700 each year was income payable to 
another person for a period which could not exceed 
six years, and accordingly was deemed to be the 
income of the respondent under Section 22 (1) (8). 

The result of this case is that where varying annual 
payments are made under an irrevocable voluntary 
seven years covenant, the covenantor can only 
deduct from his total income in each year a sum 
equal to the smallest of such annual payments. 
The decision, however, does not appear to affect 
every case where income of fluctuating amount is 
payable under a voluntary deed. The Special Com- 
missioners in their finding suggested that the words of 
Section 20 (1) (6) require the recurrence in each year 
of a “definable unit of income,’”’ and they suggest 
that a payment, for example, equal to the yearly 
dividend from a given block of ordinary shares would 
ke such a recurring unit, and the variation in the 
amount annually would not prevent the whole being 
treated as disposed of for more than six years. 
There is nothing in the judgment of Lawrence, J., 
to negative this interpretation of the Section, and it 
is considered that in all cases where the whole or a 
stated portion of the income from a defined source 
is disposed of for more than six years, the whole of 
cach year’s instalment will be deductible from the 
payer’s income. This position would arise in the 
case of a covenant to pay away the whole income 
derived from a trust fund, or a covenant to pay an 
annuity equal to a proportion of the profits of a 
business. 

Two further points in the case are worthy of notice : 
—(1) it was held that the covenant was not made 
for “‘ valuable and sufficient consideration ” within 
Section 20 (1) (0), though it was in satisfaction of 
the prior debt. This debt had’ itself been incurred 
voluntarily, and the Commissioners were entitled to 
take this into consideration as demonstrating the in- 
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sufficiency of the consideration for the covenant. 
(2) the case further illustrates the distinction, which 
has constantly to be drawn, between the payment of 
a capital sum by instalments, and the making of 
annual payments of an income nature. The Crown 
argued that the payments fell within the former 
class, as they were virtually in satisfaction of the 
prior debt. The Court held that this test is not 
conclusive, and decided that upon the proper con- 
struction of the deed they were income payments. 
The decision is under appeal. 

Surtax—Transfer of assets abroad—Tax chargeable 
under retro-active provisions of Section 18 of Finance 
Act, 1936, recoverable from executor—Construction of 

proviso to Section 18 (1). 

The case Cottingham’s Executors v. Commissioners of 
Inland Revenue (July 5, 1938, Tax Leaflet 981) 
decided two important points on the construction 
and application of Section 18 of the Finance Act, 1936, 
which deals with the prevention of the avoidance 
of tax by transfer of assets abroad. The deceased, 
who was ordinarily resident in the United Kingdom, 
had, in 1934, sold shares in an English company to 
a Canadian company. The consideration, consisting 
of shares and debentures in the Canadian company, 
was transferred to trustees upon discretionary trusts ; 
the trustees, in exercise of their discretion, paid the 
whole amount received by them for redemption of 
the debentures during the year ending March 31, 
1936, into a joint account in the names of the deceased 
and his wife. The deceased died in January, 1936, 
and an assessment to surtax was made on his executors 
for 1935-36 in an amount which included the sum 
which, it was claimed, was deemed by virtue of 
Section 18 to be the deceased’s income up to the date 
of his death. The Crown claimed that the deceased, 
having made a “ transfer of assets ”’ within Section 14, 
had “ power to enjoy” the income of those assets 
by virtue of “ an associated operation ’’—the making 
of the trust. The executors resisted upon two 
grounds. 

First, they claimed that the case fell within the 
proviso to Sub-section (1), which provides that the 
section shall not apply if “the transfer and any 
associated operations were effected mainly for some 
other purpose than” the avoidance of taxation. 
The transfer to the Canadian company was admit- 
tedly made solely to avoid taxation, but they con- 
tended that the associated operation—the trust— 
was effected solely for another purpose. The Court 
held that on their admission they could not claim 
the protection of the proviso. It is not sufficient to 
show that the associated operations, considered apart 
from the transfer, were effected for some other pur- 


pose, but the taxpayer must prove that both the | 


transfer and the associated operations were for some 
other purpose. The decision on this point was reached 
by the Court largely by reference to the avowed 
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purpose of the Section, and the wording of other 
parts thereof, and though the importance of the 
decision is reduced by the substituted provisions con- 
tained in Section 30 of the Finance Act, 1938, it is 
noteworthy as indicating the broad view which is 
likely to be taken of words of uncertain import in 
construing Sections expressly directed at preventing 
tax avoidance. 

Secondly, the appellants claimed that whatever 
might have been the liability of the deceased had 
he lived, they could not be assessed as his executors. 
The assessment for 1935-36 was made under the retro- 
active provisions of Section 18; at the date of the 
deceased’s death there was no liability to this tax, 
as the provision was not enacted until July, 1936. 
General Rule 18 of the Income Tax Act, 1918, which 
provides for assessment upon executors where a 
person dies without having delivered a statement of 
all his profits chargeable to tax, could not, they 
argued, have any application, as when the deceased 
died he was not chargeable to tax. Lawrence, J., 
rejected this argument, and held that the executors 
were chargeable under General Rule 18, since the 
Section, by its retro-active effect, makes the profits 
chargeable as from the time of their receipt. It 
appears that this decision applies equally to the 
retro-active sections contained in the Finance Act, 
1938. The case is under soinlli 


Income Tax, Schedule D- There is no succession to a 

trade within Finance Act, 1926, Section 32, where a 

wholesale business ts acquired and merged in a retail 
business. 

The case Laycock (Inspector of Taxes) v. Freeman, 
Hardy & Willis Limited (July 8, 1938, Tax Leaflet 
983) throws further light upon the question in what 
circumstances a person who acquires a business must 
be taken to have “‘ succeeded ’’ to the business carried 
on by his predecessor, within the meaning of Rule 11 
of Cases I and II of Schedule D as amended by the 
Finance Act, 1926, Section 32. The respondent com- 
pany carries on a retail business consisting in the sale 
of footwear. Formerly the company did not manu- 
facture footwear themselves, but purchased their 
stock wholesale, a quarter of their requirements being 
purchased from two subsidiary companies. On 
April 1, 1935, the company acquired all the assets 
and goodwill of these subsidiaries, and thereafter 
manufactured footwear in the factories previously 
occupied by the subsidiaries, employing the former 
staffs of the subsidiaries. Separate accounts of the 
manufacturing departments were kept, and the 
manufactured goods were sold retail by the respon- 
dents. The respondents were assessed under Case I 
of Schedule D for 1935-36 on the basis that they had 
succeeded to the trades formerly carried on by the 
subsidiaries. They appealed on the ground that 
there had been no succession, and contended that the 
assessment should be made on the basis that the 
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trade of the subsidiaries had ceased., The Court 
decided that there was no succession, and accordingly 
the respondents could not be assessed for 1935-36 under 
the amended Rule 11 by reference to the so-called 
manufacturing profits of the departments which 
continued to manufacture in the factories previously 
occupied by the subsidiaries. For a person to 
“succeed to a trade’’ it must be shown that the 
trade succeeded to is actually continued as that 
trade ; in the case under consideration the trade of 
the subsidiaries, consisting of the manufacture of goods 
for sale wholesale, had been merged in the different 
trade of the respondents, consisting in the retailing 
of the same goods. Lawrence, J., in his judgment, 
interpreted the words “ if any person succeeds to any 
trade "’ in Rule 11 as meaning “ if any person takes 
over and continues a trade as that trade”’; on this 
interpretation the rule could not include the case of 
the incorporation of a wholesale trade in a retail. 

This decision does not affect the law laid down in 
Bell v. National Provincial Bank of England, 1904 
(5 T.C. 1) where it was held that there was a succes- 
sion where a business was acquired as a going con- 
cern and <—ee as a new branch of the respon- 
dent’s similar business. Though in that case the 
new business was merged in the respondent’s larger 
business, it was of the same nature as the respondent's 
business ; the banking business carried on by the 
predecessor continued to trade as a banking business, 
though as a branch of the larger bank. The present 
case goes further than Watson v. Lothian, 1902 
(4 T.C. 441). There a tramp steamer was sold to 
the appellant, but no books of account or lists of 
customers were sold along with it. It was held that 
though the appellants followed the same occupation 
as the vendors, and succeeded to the property for- 
merly used for the trade of the vendors, they had 
not succeeded to a trade. It is now clear that there 
is not necessarily a succession wherever there is a 
purchase of the goodwill and assets of a trade and 
a continuance of some of the operations of that 
trade; the further condition is necessary that the 
trade acquired should be continued as that trade. 
The Crown are appealing against the decision. 
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LETTERS TO THE EDITOR 


The Treatment of Dividends in Accounts. 


DEAR S1r,—-Of the many attractive features appearing 
in the first issue of AccouNTANCy the principle of dis- 
playing side by side alternate views upon a_ profes- 
sionally controversial subject, is a bold and an attrac- 
tive move, and I trust the experiment may be repeated 
in future issues. 

In his argument on ‘“ Treatment of Dividends in 
Accounts ” Mr, Bertram Nclson’s primary difficulty, 
confronted with the logic and common sense of the modern 
practice as advocated by Mr. de Paula, appears to me 
to rest upon a misconception of the nature of the layout 
of the debit side of a balance sheet. 


The misconception doubtless arises from the some- 
what loose interpretation of the term “ liabilities,”’ 
this expression unfortunately being commonly adopted 
as the most convenient or appropriate heading to the 
data set out on the left-hand side of the balance sheet. 

For all practical purposes the debit side of a balance 
sheet is merely an analvtical or classified display of the 
considered views of the proprietors or directors as to 
the ultimate allocation of the total value of the assets 
shown on the opposite side. 


These considered views, normally, are the result of a 
critical examination of the trading and capital opera- 
tions of the year and are based wpon the assumption 
that the assets would at least realise the value set 
against them, either in the ordinary course of future 
business or in the event of a transfer, amalgamation or 
liquidation of the concern taking place. 

The only truly current “ liabilities ’’ at the date of 
any given balance sheet, as commonly interpreted by 
the man in the street, are those amounts which are 
due to and legally recoverable by third parties. As is 
well known, issued share capital, general reserves, 
proposed dividends and residue of unappropriated profits 
are all incapable of becoming effective or ‘“ current 
liabilities ’’ except by the express sanction of the 
shareholders in general meeting as evidenced by a 
formal passing of the appropriate resolutions. 

It should be noted that shareholders have no power 
on their own initiative to authorise any distribution 
of dividends, but that their rights are confined to 
sanctioning, reducing or refusing a recommendation 
of the directors in respect of a proposed distribution. 


[ may mention that my firm are auditors of both 
private and public companies which have adopted the 
very procedure which Mr. de Paula so ably advocates 
and, in some cases, not only is a “‘ provision for proposed 
dividends ’’ made but also similar provision is made 
in respect of reserves for various other recommendations 
of the board, to all of which the formal sanction and 
approval of the shareholders is necessary before the 
recommendations can become effective, and I am afraid 
some of these reserves would be considered by Mr. 
Bertram Nelson to be of the character which he con- 
fesses would cause “ the ink to curdle in his pen.” 


Apart from the normal adjusted reserves for assessed 
but unpaid income tax, recommendations are made to 
provide an additional reserve for tax liability estimated 
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upon the business profits of the year under review, the 
amount of which is incapable of being exactly computed 
until the following year and would not in the normal 
course of events become a legal liability due for payment 
until the January twelve month after the date of the 
balance sheet. 


The financial effects of these proposals are not only 
clearly set out on the face of the balance sheet but are 
also incorporated in the directors’ annual report in the 
ordinary way and, as they emanate solely from trading 
operations of the year under review, my firm have no 
hesitation in signing a clean certificate. 

Mr. Bertram Nelson later on in his argument, makes 
use of an analogy that I find some difficulty in following, 
namely : the alleged kindred nature of a reserve (such 
as “provision for proposed dividends) relative to 
business profits earned prior to the date of the balance 
sheet and a reserve for a liability (such as bankers’ 
interest) accruing subsequent to the said date but which 
from its very nature cannot possibly be “‘ certain to 
materialise ’’ otherwise than through the effluxion of 
some future time. So far as the particular balance sheet 
is concerned the two transactions appear to be in entirely 
different categories and to have no relationship to each 
other. 

The traditional form of a balance sheet is frequently 
an enigma to the average layman, and to obviate this 
difficulty and as a practical effort to find a solution | 
would advocate the general adoption of a balance sheet 
lay-out somewhat on the following lines. 

I would exhibit the “ assets ’’ of a concern on the left- 
hand side and would set out per contra on the other side 
under the general term of “ allocations ’’ (or other more 
suitable expression) properly classified, the third party 
liabilities of the concern and various matters kindred 
to those set out in the earlier part of this letter. 


Yours faithfully, 
G. Rosy Pripie. 


London. 
October 21, 1938. 


Stagnation in Accountancy ? 

Dear Sir.—One of the vital necessities for accoun- 
tants is to keep constantly and continually in touch 
with the realities of a changing world. 

What was good enough for past generations of 
accountants no longer suffices. Progress marches on as 
inevitably in accountancy as in every other profession, 
but unfortunately there is a tendency among accountants 
either to ignore it or to stifle it. It is a strange fact 
that accountancy textbooks of fifty years ago, and 
certainly twenty years ago, are, apart from those con- 
nected with legal subjects, almost universally applicable 
to modern accountancy. 

The science of pure accountancy would appear to 
have become fixed. Either it has reached perfection 
and nothing further can therefore be done to effect 
improvement, or else the whole accountancy profession 
consists of an inert, unimaginative class of men. 

Both these postulates are manifestly untenable. 

What then is the reason for this apparent stagnation 
in accountancy ? Why is it that while knowledge and 


58 pe PO 
s 
; 
‘ 
I 
I 
P 
* V 
7 0 
Hy n 
2 ti 
1 n 
i v 
fe 
Bo 
J Vv 


yun- 
yuch 


; of 
n as 
si0n, 
ants 

fact 

and 
con- 
able 


r to @ 


stion 
ffect 
$sion 


ition 
and 


November, 1938 


methods continuously progress in all other professions, 
while text-books for solicitors, for example, have to be 
revised practically every year, yet the systems and 
institutions adopted in accountancy remain unchanged ? 
We still compute goodwill, for example, by reference to 
antiquated formule of no special merit and less accuracy ; 
we still retain an inconvenient and unsystematic form 
of balance sheet ; we still have no definite authoritative 
rules to distinguish between items properly appertaining 
to the trading account or the profit and loss account ; 
we still have no methodical nomenclature for classes of 
shares and types of companies—to the unfortunate 
confusion not only of our clients but also of ourselves. 


An apt illustration of what I mean was furnished 
recently by a reviewer of one of my books, a gentleman 
of some eminence who I am informed is incidentally a 
university examiner. 

He subjected me to a severe criticism because I had 
defined a holding company as one whose only assets 
consist of shares in one and one only other company. 
He stated that he had “‘ never before come across the 
opinion that the question whether a parent company 
controls one off-shoot or many enters the picture at 
all.’ I consider it appalling that a gentleman who 
describes himself as an “ accounting researcher ’’ should 
display such sad confusion of thought as to identify a 
“holding ’”’ with a “ parent’’ company. This clearly 
demonstrates the urgent need for clear definition. If 
we ourselves, or worse still, our ‘“‘ accounting re- 
searchers,”’ fall into such errors, how can the general 
public, who rely upon accountants in such matters, 
avoid confusion ? 


ae 


Incidentally this same reviewer is shocked at my 
temerity in suggesting that an Act of Parliament con- 
tained an error. This also illustrates another quaint 
idiosyncrasy common to accountants. They are over- 
awed by authority. A statute is sacrosanct. To question 
it savours of blasphemy. Leaders of the profession of 
fifty years ago are holy. Because Dicksee said ‘‘ so and 
so”’ in 1889 then “‘ so and so ”’ is incontrovertible. 

We must remember that after Euclid came Newton— 
after Newton, Einstein. 

This humble spirit is not apparent in other pro- 
fessions. Lawyers and solicitors, for example, to whom 
precedent and authority would be supposed to be as the 
breath of life itself, are the first to subject statutes and 
even judicial dicta and decisions to criticism. Why 
should not we ? This in fact is what the accountancy 
profession needs: the vitalising spirit of criticism, the 
urge to inquire, to put right, to classify, to define, to 
experiment. 

Not to be content with things as they are and as they 
were fifty years ago, not to permit encroachment on 
our preserves, not to be satisfied with unscientific 
methods or obsolete forms, but to stand forth boldly, 
to lay down rules, to systematise, so that the public 
may place full reliance upon us and upon us alone 
without the necessity for confirmation from other pro- 
fessions, lawyers or brokers. And this we can achieve 
only by bestirring ourselves and by not merely keeping 
in touch with but by being abreast of progress. 

There are many branches of our profession which 
require constant reviewing and reorganising in order to 
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keep them persistently modern ; there are many rules 
that require continual reshaping; many definitions 
require revision to conform with changing commercial 
practice ; many forms require alteration to fall into 
line with present day needs. 
Yours faithfully, 
London. H. KANER. 
October 20, 1938. 


Certificates not under Section 134 


DEAR Sir,—There is a tendency to-day for certain 
trade associations which have specific agreements with 
their distributors, to ask for an auditor's certificate 
to the effect that the terms of the agreement have been 
complied with, or to what extent the terms have been 
varied. Usually there is some sort of bonus or benefit 
which is determined upon the terms of the certificate. 


While we may take it as a compliment to the account- 
ancy profession that so much reliance is placed upon 
our signatures, I feel that we may over-reach ourselves 
and thereby damage our prestige, when called upon to 
certify something which barely falls within the scope 
of auditing. Moreover, in order to give this certificate, 
the work may involve more cost to the client than the 
benefit he is to receive from it. 

Two cases have recently come my way, which | will 
deal with separately. The first is from a trade association 
which requires a certificate stating how many units 
of a certain fixture have been fixed (not purchased) by 
the retailer. My client states that he fixes none, though 
he has on his staff plumbers who could do the fixing. | 
need not describe how much work it would involve to 
prove my client’s word. It would entail checking every 
single sale, and also every job-card, and trace every 
item of this particular kind that was bought, sold, or in 
stock. Rather embarrassing, too, to find that the client 
was telling the truth and then send him a formidable 
bill for disbelieving him ? 

The other case is an association which expects an 
auditor to certify that a merchant has not mixed a 
foreign-grown material with home-grown material when 
supplying his customers. Personally, I do not see how 
an auditor can certify this at all as it is in the mixing 
machine and not in books that the irregularity would 
take place. 

I feel that these associations should either accept a 
declaration from the distributor, made before a Justice 
of the Peace, or provide some supplemental record book, 
which would be acceptable to them if properly kept. 
An irregularity is likely to be discovered subsequently 
by someone who is not an auditor and the defaulting 
distributor has shifted the onus, to some extent, on to 
the shoulders of the auditor—by saying that his books 
were open for inspection, etc. He would not, however, 
escape so easily from his declaration. 

I feel that this matter is of some importance to the 
profession as our success does not lie in attempting the 
impossible. 

Yours faithfully 
C. N. Rowe. 
Worcester. 
October 21, 1938. 
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Local Authorities’ Capital Requirements 


The growth in loan debt of local authorities is an 
outstanding feature of local government finance. To 
the social student it appears as an inevitable result 
of prevailing political philosophies ; to the business 
man it often suggests unsound finance, but to the 
municipal accountant it is a practical problem. It 
is with the position of an authority seeking to find 


the money for some project upon which it has set . 


its heart that this article is concerned. It will be 
assumed that expenditure which is agreed to be of a 
capital nature is about to be incurred, and we shall 
not concern ourselves with the merits of the expen- 
diture. 

What alternatives are there to borrowing ? They 
may be classified as follows :— 


I. Windfalls and Capital Receipts 

(a) Gifts. 

(b) Government grants and contributions from 
other bodies or persons for specific 
purposes. 

{c) Capital sales. 

(2) Sales of corporate land. 

(e) Monies arising from financial adjust- 
ments with other authorities following 
alterations of boundaries or transfer of 
duties. 


II. Accumulations 
(a) Reserve funds. 
(6) Renewals funds. 
(c) Capital funds. 
(d) Revenue surpluses. 
III. Direct Charge to Revenue 


I. Windfalls and Capital Receipts 
(a) and (b)—Gifts and Government Grants 

These do not call for comment. 
(c) Proceeds of Capital Sales 

If a capital asset is sold the proceeds must be 
applied in such manner as the Minister of Health 
directs. If there is debt outstanding in connection 
with the capital asset, the Minister will doubtless 
direct that the proceeds be applied in debt re- 
demption. If there is not, the local authority may 
obtain power to allow the proceeds to be used in 
further capital expenditure. The use in this way of 
monies received from capital sales has its dangers. 
It may encourage expenditure. There is, therefore, 
much to be said in favour of establishing a tradition 
of using all proceeds of capital sales in debt redemp- 
tion. Normally local authorities with Consolidated 
Loans Funds must pay such monies into the fund. 

The question as to what is or what is not a capital 
receipt is one of some difficulty. The I.ocal Govern- 
ment Act, 1933, gives no definition, but the memo- 
randum issued with the Accounts (Boroughs and 
Metropolitan Boroughs) contains the following :— 


“Whether a receipt is a revenue or a Capital 
receipt is a question of law, but it is seldom neces- 
sary to refer the matter beyond the auditor for 
decision. It is obvious that none which come into 
the following groups can properly be treated as 
current income. 

(a) Sums received in recoupment of loan expenditure ; 

(b) Sums received for the sale of real estate or any 
interest or easement therein ; 

(c) Sums received in consideration of the assump- 
tion of continuing liabilities—e.g. for road 
maintenance where other persons are liable 
vatione tenura’ or otherwise, for the upkeep 
of graves, &c. ; 

(d) Sums to be held in trust for application of the 
income to special purposes ; 

(e) Donations and contributions in aid of capital 
outlay.” 

An interesting practical point arises where a local 
authority is developing an estate purchased from 
loan, and is selling plots at a price which includes 
roads and sewers. Under these circumstances the 
simplest procedure is to meet the cost of roads and 
sewers out of the proceeds of sales. The sums re- 
ceived are not exactly divisible between the cost of 
land and cost of roads and sewers, but care must 
be taken to ensure as nearly as possible that the 
portion of the receipts representing the sale of the 
land itself is used in debt redemption. 


(d) Sale of Corporate Land 

Corporate estate is defined in the Local Government 
Act, 1933, Sect. 305, as “ land belonging to, or held 
in trust for, or to be acquired by or held in trust for, 
a municipal corporation otherwise than for an 
express statutory purpose.”’ Usually the proceeds 
of the sale of Corporate Land must be invested. 
Only rarely can it be used for new capital purposes ; 
and then the department for whom the expenditure 
is incurred must make good the sum by annual re- 
payments so that eventually the sum is replaced. 
The repayments so made have to be invested. 


(e) Financial Adjustment Monies 

Such monies are frequently used for capital expen- 
diture either through the medium of a special fund 
or otherwise. Special care must be taken to see that 
the statutory requirements are complied with. 


II. Accumulations 
(a) Reserve Funds 

Except in a few special instances, such as Sea 
Defence Funds, reserve funds are usually found in 
connection with trading undertakings. Local Acts 
generally allow resort to be had to reserve funds to 
meet extraordinary expenditure, or to improve, 
extend or develop the undertaking. Primarily 4 
reserve fund is established to provide for some 
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contingency not covered by insurance. It should be 
used to develop the undertaking only to the extent 
that it exceeds the amount deemed to be necessary 
for its main purpose. On the other hand a reserve 
fund should not be allowed to become an end in itself 
and the annual contribution thereto a fetish. 

(b) Repairs and Renewals Funds 

These funds are frequently established in trading 
undertakings for specific purposes, e.g. a gas retort 
renewal fund. They are now becoming common in 
connection with rate funds, special statutory authority 
being required for the purpose. In so far as they are 
concerned with repairs they are outside the scope of 
this article. In so far as they relate to renewals 
they are within our province. The utility of these 
funds for such purposes as renewing vehicles, equip- 
ment, office machinery, etc., is undoubted, but they 
have two disadvantages: the expenditure does not 
come under review at budget time, and there is 
a temptation to use them for purposes for which 
they were not intended. 

(c) Capital Funds 

Capital funds can only be established under specific 
local Act powers. They are new in England, but 
old in Scotland where they appear in a somewhat 
different form under the title “common good.” 
Broadly they are of two types. The first type is fed 
by the proceeds of the sale of corporate land and, to 
a certain limited extent, by surpluses transferred 
from trading undertakings. There may also be paid 
into the fund the balance of the rate fund in hand at 
the close of the year, but the transfer in a single 
year is not to exceed the produce of a rate of 2d. in the 
£. Arate cannot be levied specifically for the purpose. 

The fund may be applied in exercise of any statu- 
tory borrowing power, so that, providing there is 
sufficient money available, recourse may always be 
had to the fund as an alternative to borrowing. The 
fund may also be used for the purchase of land or 
buildings under certain private Act clauses which give 
a general power to purchase land without a loan 
sanction. 

The essence of this class of fund is that the depart- 
ment on whose behalf the expenditure is incurred 
repays the sum to the fund over a period, together 
with interest. The interest remains in the fund, thus 
increasing the corpus of the fund. 

The second type of fund has a different aim. 
Surplus monies, proceeds of sale, &c., are paid from 
time to time into the capital fund, from which 
expenditure can be met. The capital fund does not 
lend the money to any particular department, but 
actually pays the sums itself. This kind of fund is 
not so desirable: first because the accounts are 


obscured, inasmuch as the expenditure is charged 
to the fund and not to the service concerned ; 
secondly, because the fund is depleted by each pay- 
ment, whereas in the first type of fund the depart- 
ments repay by instalments amounts met in the first 
place by the fund. 
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The disadvantages of capital funds are that they 
may discourage the authority from meeting capital 
expenditure direct from revenue, and that where an 
authority wishes to acquire land under a general 
local Act power such as the one referred to above, 
resort may be had to the fund whether there is a 
loan sanction or not. The latter feature is a dis- 
advantage in cases where the local authority has 
resort to the fund knowing that it would not 
succeed in obtaining the approval of the District 
Valuer and the Ministry of Health, which it would 
have to do if it were seeking a sanction, e.g. if the 
price to be paid is excessive. 


(d) Revenue Surpluses 

The scope for carrying forward surpluses in local 
government is limited. Trading undertakings some- 
times carry forward a surplus which will shortly be 
required for capital expenditure, e.g. a transport 
undertaking may earmark funds for the purchase of 
"buses in the following year. 

As regards rate funds, the carrying forward of 
surpluses is illegal except for the purpose of working 
balances, or for general contingencies. Rate fund 
surpluses can, therefore, rarely be used for capital 
expenditure, but there is a provision in the Local 
Government Act, 1933, which applies to boroughs, 
specifically allowing a surplus of the general rate 
fund to be used for the public benefit of the in- 
habitants and the improvement of the borough. 


III. Direct Charge to Revenue 


The expenditure which can be met from the 
sources which have been examined in some detail 
above, can of necessity be only a fraction of the total 
capital needs. In most cases the question will resolve 
itself into one of whether the expenditure should be 
met from revenue or from loan. In the case of very 
large items, e.g. the building of a reservoir, the ques- 
tion settles itself; no undertaking could charge to 
revenue an item of such magnitude. The ideal is to 
borrow as little as possible, thereby avoiding interest 
charges and the accumulation of liabilities for future 
generations. The following are practical points of 
importance in connection with the charging of capital 
expenditure to revenue :— 


(1) A capital budget for a number of years ahead 
is of immense assistance. The classic example 
is the Birmingham Cleansing Department, where 
a large proportion of the old horse equipment 
was gradually replaced by mechanical equip- 
ment without borrowing. A long term budget 
must carefully co-ordinate the requirements of 
all departments. Projects which can be spread 
over a number of years are ideal for a ‘ pay- 
as-you-go’”’ policy, and should be selected in 
preference to large items which must be 
expended in one sum. 


(2) The allocation of a certain rate each year for 
capital purposes is a salutary practice, though 
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it is necessary to guard against the tendency to 

spend up to the limit of the proceeds of the rate 

fixed, irrespective of actual needs. 

(3) Much can be achieved by starting on the right 
lines. Once an authority starts to borrow for 
any particular service it is difficult to transfer 
to a “ pay-as-you-go”’ policy. Thus an 
authority faced with a large expansion of popu- 
lation may be tempted to borrow for the pro- 
vision of new street lamps. It is suggested that 
this is the kind of service where borrowing 
should take place only as a last resort. 

(4) Another popular device is to fix a certain 
amount of expenditure for individual items up 
to which the cost must be defrayed from re- 
venue. The limit may be £100, £200, £1,000 
or even more according to the size of the 


FINANCE 


Hesitancy in the Stock Markets 

No section of the national economy can have been 
wholly unaffected by the political crisis of September, 
but it is safe to say that in the City, traditionally 
the most sensitive to changes in general conditions, 
its effects were felt with an intensity unparalleled 
elsewhere. On the morning of the Wednesday 
(September 28) on which Mr. Chamberlain made his 
report to the House of Commons on the negotiations 
with Herr Hitler, the Stock Exchange was discounting 
the danger of immediate war. Prices slumped heavily 
(except in gilt-edged, for which it had already been 
necessary to fix minima) and dealing was almost 
impossible. On the surprise announcement of the 
Munich conference, with its promise of last-minute 
deliverance, the previous drastic movements in prices 
were even more violently reversed. The story of the 
crisis days and of the subsequent behaviour of 
markets is summarised, so far as the Stock Exchange 
is concerned, by the following table :— 


Low” Close Close 
Sept. 28 Sept. 30 Oct. 26 


Stocks 
Consols 23 is 66 75 72} 
War Loan sin 93 102 99} x d. 
German 5°, aa 20 554 50 
Czech 8°, a 24. 67 54 
G.W. Ordinary ... 334 37 31 
Industrials 
Br. Oxygen “i 3} 34 3% 
Courtauld ... 26/103 31/0 29/43 
Dorman Long... 18/9 20/6 28/3 


Hawker Siddeley... 19/6 26/0 27/9 
United Molasses .... 17/0 22/0 21/43 


Mines, &c. 
- West Wits ia 43 74 6 t§ 
Rhokana — | 11} 123 


Royal Dutch... = 344 39} 373 


The Month 


authority. By fixing such a limit unnecessary 
borrowing can be avoided, and committees can 
be prevented from applying for loans for small 
items which they omitted to include in the 
budget. 

In conclusion, there is one consideration which 
should make an authority hesitate before deciding to 
borrow. When a local authority decides to borrow 
instead of to charge to revenue, not only is the burden 
spread over a period, but the initial impact is post- 
poned, because it is usually eighteen months or so 
after approving the expenditure before the first frdl 
year’s loan charges accrue for payment. Thus the 
argument is often heard in favour of a scheme, that 
it ‘‘won’t affect the current year’s estimates ’’—a 
dangerous plea, but one which has a great attraction 


for a democratic body. 


in Finance 


Second Thoughts on Munich 

The sweeping recovery from the crisis “‘ lows ”’ on 
the two succeeding days speaks for itself. The 
significance of the third column in the table is that 
after a further three weeks only three of the selected 
prices show any further gains. These are Dorman 
Long, Hawker Siddeley and Rhokana Corporation. 
In these cases special factors have been at work: 
the first two shares named each have a substantial 
armaments equity, the third typifies the recovery in 
base metals which has been one of the outstanding 
movements of the past three weeks. Elsewhere (as 
is indeed implied in the strength of the two arma- 
ments equities) the story has been one of rapid dis- 
illusionment. It is now generally realised that the 
future in fact holds in store an even greater accelera- 
tion of rearmament in all countries, including the 
apparently immune United States. This can only 
be financed by increased taxation and still heavier 
borrowing ; hence the depression in gilt-edged. On 
the other hand, industrials generally (even some with 
a pronounced armaments equity) have not ‘benefited 
from the prospect of an inflationary trend, since it is 
assumed that the mobilisation of industry for national 
defence will imply some limitation of profits. For 
the greater part of October, therefore, markets were 
simply marking time until the new Session of Parlia- 
ment should make it clear exactly how increased re- 
armament is to be financed and carried out. 
Short-Circuiting the Stock Exchange 

One minor result of the crisis was that a decision 
on the proposed changes in Stock Exchange rules, 
originally fixed for August 8, was once again post- 
poned from October 17 to November 14.  Prob- 
ably nobody will greatly regret this further delay in 
settling this matter, since acute differences of opinion 
still persist on the effect of the proposed changes. 
As stated in last month’s note on this page, the 
changes are intended to ensure that, before dealing 
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direct with a non-member, a broker will be required 
first to obtain quotations on the floor of the House 
itself, in the belief that this would divert back to the 
Stock Exchange much business which has recently 
been done by direct dealings. There is, of course, no 
opposition to the general principle that the Stock 
Exchange should obtain its legitimate share of any 
business which is passing. It is fully realised that all 
other markets for securities are in the last analysis 
parasitic on the Stock Exchange, since it is only the 
Stock Exchange jobbers who are prepared to quote 
both buying and selling prices in all circumstances. 
At the same time, there is still some doubt whether 
the proposed amendments to the rules would serve 
the desired purpose of preventing the Stock Exchange 
from being side-tracked and so increase the scope 
and efficiency of the market within the House. 
Brokers are afraid that by being forced to disclose 
their position within the House they might to some 
extent put markets against them and so spoil their 
chances of a deal with their non-member contact. 
If this in fact occurred, the result would of course 
be to increase the reluctance of large outside interests 
to deal through a market member and so strengthen 
the incentive for two non-members to establish direct 
contact with each other. 


The Woolworth Deal 

The repatriation of 2,200,000 shares in F. W. 
Woolworth & Co., which was arranged some days 
ago, has a general interest even greater than that 
which normally attaches to a deal involving so large 
a sum as {6 million. On the one hand, the public 
issue of the shares will be the largest among indus- 
trials for some months and will prove an interesting 
test of the market’s capacity and willingness to absorb 
issues of this kind. On the other hand, the trans- 
action itself was an interesting trial case of the 
Treasury’s attitude to the export of capital. It will 
be remembered that, after some years in which foreign 
lending had been subjected to an almost complete 
unofficial embargo under the supervision of the 
Foreign Transaction Advisory Committee (better 
known as the Kennet Committee), it was announced 
last February that the Treasury would in future be 
prepared to consider certain transactions involving 
an export of capital. Transactions involving the 
transfer of large blocks of foreign-owned securities 
were specifically mentioned ; but one of the reasons 
given for the relaxation of the embargo was the 
strength of sterling at the time the announcement 
was made. The exchange position has, of course, 
since been drastically reversed. Since the end of 
March, when the Exchange Account held close on 
£300 million of gold, sterling has been under con- 
stant pressure and we have lost a quantity of gold 
estimated by the Economist at £165 million up to the 
end of September, a figure which can scarcely be 
more than £15 million too high. It was therefore 
feared that the Treasury might withhold its sanction 


of the Woolworth deal, particularly as no transfer 


ACCOUNTANCY 63 


of control of the business into British hands was 
involved. That approval was actually given thus 
constitutes an interesting precedent. 
A Revolutionary Unit Trust 

An interesting financial experiment during the 
month was the establishment of a new type of 
trust, the First British Mutual Fund. In many 
respects the constitution of the new fund repre- 
sents everything that could be desired in the 
conduct of a unit trust. It was founded under a 
rigorous trust deed providing for the meticulous 
segregation of receipts on capital and income 
accounts, introducing a novel provision for com- 
pulsory annual meetings of unit-holders, and so 
on. On the other hand, the constitution also 
embodies two other departures, neither of which 
has been kindly received. Firstly, the trustees, 
instead of being independent, are the directors 
of the management company; secondly, the dis- 
cretion of the managers in drawing up their 
investment policy is not fettered in any way. 
Doubts have been expressed whether the most 
skilful investment managers could in fact, as the 
Fund’s literature claimed, reasonably secure a 
yield of as much as 6 per cent. in a full normal 
year from a well-balanced portfolio of industrial 
shares and whether the general principle of dis- 
pensing with an independent trustee (as distinct 
from its application in this particular case) was 
one which ought to be endorsed. The system of 
independent checks is a normal and well-tried one 
in business; indeed the Fund itself makes some 
use of that device by providing that when a unit- 
holder wishes to re-sell his units he shall be informed 
by an independent auditor of the price which he 
should receive from the management company. 
Licensing of Unit Trusts 

The reason for the refusal to employ a bank as 
trustee is intriguing. Mr. Francis Lewcock, one 
of the Fund’s joint managing directors, argues 
that the protection which this is supposed to 
afford the public is in fact an illusory one. He 
points out, very reasonably, that although the 
criticisms which are heard of unit trust practice 
in matters of detail may in some instances be 
justified, none of the trustee banks has as yet ever 


felt itself under any moral obligation to intervene. 


Moreover, he points out that under the “ Share- 
pushing Bill” as at present framed, provided the 
trustee of a trust can show that it is qualified to 
act as trustee (7.e., has a capital of £500,000, £250,000 
paid, and is solvent), the trust is automatically 
exempted from the licensing provisions of the Bill. 
By deliberately dispensing with an independent 
trustee, Mr. Lewcock places his company under 
the obligation of applying for a licence. And his 
object in so doing is to force the Board of Trade 
to adopt the principle that all unit trusts should 
be licensed. Thus the new Fund may be regarded 
as a “test trust’ on this important matter of 
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general policy. There is reason to suppose that 
the framers of the ‘“Sharepushing Bill” never 
intended to provide a blanket exemption for all trusts 
having a financially sound trustee. Exactly what 
protection Board of Trade supervision would in 
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practice afford the public has as yet never been 
made explicit. The progress of Mr. Lewcock’s 
campaign for licensing, no less than that of his 
Mutual Fund, will be watched with the greatest 
interest. 


Abatement of Testamentary Annuities 


If after payment of debts a testator’s estate proves 


insufficient to pay general legacies in full, they must © 


abate rateably unless the testator has indicated a 
contrary intention, which may be either expressed or 
implied. No particular difficulty occurs in making 
the abatement in the case of simple pecuniary legacies 
but the problem becomes complicated where there 
are bequests of annuities either alone or in conjunction 
with pecuniary legacies. 

This problem has been before the Court in several 
recent cases and it is therefore opportune to consider 
the principles of adjustment followed in such cases. 
Although circumstances vary considerably, in practice 
it will be found that the majority of problems fall into 
one or other of the three classes stated below. 

Class I. Gift over to residue on cesser of annuity. 
EXAMPLE :—-Bequest of pecuniary legacies and/or 
an annuity of {x to A for life, followed by 
a residuary bequest. The executors are 
directed to appropriate a fund to answer the 
annuity, such fund to fall into residue on the 
annuily ceasing to be payable. 

If the estate is insufficient to pay the pecuniary 
legacies (if any) and to set aside the required fund, 
the proper course is to ascertain the amount required 
to purchase a Government annuity of {x. If the 
estate is sufficient to enable this to be done and to 
pay the pecuniary legacies, then any surplus will go 
to the residuary legatee. If, on the other hand, 
there is a deficiency, the purchase price of the 
Government annuity will be treated as a pecuniary 
legacy and will abate with the other pecuniary 
legacies. 

Unless a protective trust is grafted on to the bequest 
of the annuity, so that it will cease to be payable if 
the annuitant attempts to assign or charge it, the 
annuitant will have the option of taking the purchase 
price (abated if necessary) in cash (In re Cottrell (1910), 
1 Ch. 402; In re Cox (1938), 1 All England Law 
Reports 661). If there is a protective trust, then 
the executors must invest the amount available in 
purchase of a Government annuity, which will be 
payable during the life of the annuitant or until the 
protective trust comes into operation (In re Dempster 
(1915), 1 Ch. 795). 

Class II. Gift over to a general legatee on cesser of 
annuity. 

EXAMPLE :—Bequest of pecuniary legacies and/or 

annuity to A for life. Executors are directed 

to appropriate a fund to answer the annuity. 


On death of A, corpus of fund to go to B 
absolutely. 

Here the amount required to set up the fund must 
be ascertained. If the estate is insufficient to pay 
the pecuniary legacies and to provide this amount, 
the required fund must abate with the pecuniary 
legacies and in the absence of any indication by the 
testator that A is to be paid in full to the detriment 
of B, the annuity to A will have to abate in the same 
proportion as the capital of the fund is abated. If, 
however, the testator had provided in the direction 
for setting up the fund that on such setting up the 
remainder of his estate was to be exonerated and 
that if in any one year the income of the fund should 
prove insufficient to answer the annuity to A, resort 
could be had to the corpus of the fund, this would be 
regarded as an indication by the testator against 
rateable abatement as between A and B. Con- 
sequently, out of the abated fund A would receive 
his annuity in full, with the consequence that the 
annuity might exhaust the fund in A’s lifetime and 
B be entirely disappointed. (In re Nicholson (1938), 
3 All England Law Reports, 270.) 

Class III. Estate undisposed of on cesser of annuity 

(t.e., partial intestacy). 

EXAMPLE :—A ltestator’s estate, after paying debts, 
funeral and testamentary expenses and a 
pecuniary legacy, amounts to £8,900. This 
sum, tf invested in Government securities, is 
insufficient to produce an annuity of £400 
bequeathed by him to his widow for life. The 
actuarial valuation of this annuity is £4,000. 
The testator, who dies intestate as to surplus 
estate remaining after payment of the annuity, 
ts survived by his widow but leaves no issue, 
and his statutory next of kin are his brothers 
and sisters and their issue. 

These were the actual facts in In re Vardon, 186 
Law Times, 120, and Farwell, J., directed that the 
matter was to be dealt with on the following basis :— 

(1) As the estate was insufficient to set up a fund to 

pay the widow £400 per annum for life, she was 
under the rule in Coftrell’s case (supra) entitled 
to the actuarial valuation of her annuity, viz., 
£4,000 in cash, leaving undisposed of estate of 
£4,900. 

(2) In order to complete the adjustment of the rights 

of the parties the income of the estate undisposed 


of must be applied during the life of the widow to | 


recoup to capital the sum which had been taken 
out of capital by the application of the rule in 
Cottrell’s case, and the widow was not presently 
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entitled to any part of the estate which was 
undisposed of. 

(3) On the death of the widow her estate would be 
entitled to £1,000 with interest at 5 per cent. per 
annum from the testator’s death. 


In each instance so far considered it was impossible 
to set up an appropriated fund sufficient to answer 
the annuity. It now remains to deal with the case 
where such fund was originally set up in full and the 
income subsequently proves insufficient to meet the 
annuity. In such cases, particularly if there are 
successive life annuities payable out of the fund, 
distribution of the fund may be necessary, in which 


Legal 


COMPANY LAW 
Mortgage of real estate by company—Covenant for 
repayment by 80 half-yearly instalments—Mortgagor’s 
claim to redeem at six months’ notice—Clog on equity 
of redemption—Rule against perpetuities not applic- 
able to mortgages—Companies Act, 1929, Sections 74 
and 380 do not apply to ordinary mortgages, which 
are not debentures within Section 380. 

In Knightsbridge Estates Trust, Limited v. Byrne 
(1938; 1 Ch. 741) the facts were: the plaintiff 
company had mortgaged freehold properties to the 
defendants for the term of 3,000 years for £310,000. 
The defendants were trustees of the Royal Liver 
Friendly Society. Repayment of principal and interest 
was to be by 80 half-yearly instalments. 

Luxmoore, J., decided :-— 

(1) On the construction of the mortgage deed the 
plaintiff company was not entitled to redeem at six 
months’ notice before the expiration of 40 years 
which was the contractual period. 

(2) Mortgages are exempted from the rule against 
perpetuities. 

(3) The provisions of the mortgage deed were un- 
reasonable as against the mortgagor and constituted 
4 Clog on the equity of redemption. ° 

The Judge had also to decide the point whether 
the mortgage constituted a debenture. If it did, 
then the ruling under (3) above would not be relevant, 
because Section 74 of the Companies Act provides 
“ A condition contained in any debentures, or in any 
deed for securing any debentures, whether issued or 
executed before or after the commencement of this 
Act, shall not be invalid by reason only that the 
debentures are thereby made irredeemable or redeem- 
able only on the happening of a contingency however 
remote or on the expiration of a period however long, 
any rule of equity to the contrary notwithstanding.” 
Section 380 contains a definition of “ debenture ” 
which is to apply unless the context otherwise re- 
quires. In considering the meaning of “ debenture ”’ 
the Judge stated that the definition in the Act did 
not appear to be intended to be exhaustive. Apart 
from that definition no precise definition of “‘ deben- 
ture” could be found in the authorities. He said 
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event “ the Court cuts the knot by treating everyone 
as having an interest which is immediately assessable 
in value and it values reversionary interests as well 
as interests in possession because it is going to dis- 
tribute the estate. But that is merely a rule of the 
Court and to some extent defeats the object of the 
testator, who did not intend a person to whom he 
has given on the death of A £100 a year to receive 
£500 down before the death of A. The Court has to 
do the best it can under circumstances which the 
testator did not contemplate.” (Jn re Metcalf 
(1903), 2 Ch. at p. 428.) 


Notes 


“Speaking generally the term ‘debenture’ in the 
commercial world is used to describe a document 
securing or acknowledging the payment of money 
issued by a company, but it would in my opinion 
certainly be unusual for an ordinary mortgage of 
freehold property to be so described, although if such 
a mortgage is executed by a company it can properly 
be described as a security of the company.” 

He held that Section 74 and the other Sections 

classified with it under the heading “ Special Provi- 
sions as to Debentures’ are confined to debentures 
to the exclusion of mortgages (these are dealt with 
in Part III under the heading “ Charges ’’ which in- 
cludes mortgages). He held therefore that Section 74 
did not apply to that mortgage deed. He granted 
the application of the plaintiff company for a declara- 
tion that it was entitled to redeem at any time on 
giving the usual six months’ notice, despite the terms 
of the mortgage deed, which were a clog on the 
equity redemption. 
Companies Act, 1929, Section 20 (1)—Claim that sums 
were improperly paid to directors out of company’s 
funds—Reference to arbitration in Articles—Arbitra- 
tion Act, 1889, Section 4-—-Dispute between company 
and a member in his capacity of director. 

In Beattie v. E. and F. Beattie Limited (1938 ; 
1 Ch. 708) the Court of Appeal dismissed an appeal 
from the decision of the Vice-Chancellor of the County 
Palatine of Lancaster. The facts were: the deten- 
dant company was a private company in which the 
plaintiff held exactly half the issued shares. She 
and the defendant were the only two directors. The 
defendant Ernest Beattie was chairman without a 
casting vote and he and his son held the remainder 
of the shares. The plaintiff claimed a right to 
inspect the books and accounts and also disputed 
the validity of a purported increase of capital and 
allotment of new shares. Later the plaintiff applied 
for leave to amend her Statement of Claim, alleging 
that defendant had paid to himself and his son un- 
authorised remuneration. The defendant applied 
under Section 4 of the Arbitration Act, 1889, to have 
that part of the action stayed, pursuant to an 
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arbitration clause contained in the company’s Articles 
which provided “‘ Whenever any doubt difference or 
dispute shall arise between any members of the 
company or between the company and any member 
or members... . touching the conduct affairs business 
or interest thereof or any act or default of the directors 
or any of them, the members of the company re- 
spectively shall not take proceedings at law in respect 
of such dispute, but the same shall be referred to two 
arbitrators or their umpire and in all other respects 
to conform to the provisions contained in the 
Arbitration Act, 1889.” 

The Vice-Chancellor had held that any member or 
members must be taken to mean “in his or their 
capacity as member or members.” The Master of 
Rolls said it was unnecessary to resolve that rather 
subtle question. To come within Section 4 of the 
Arbitration Act, a written agreement for submission 
must be shown. The appellant relied on Section 20 
of the Companies Act, which provides that “ the 
memorandum and articles shall when registered bind 
the company and the members thereoi to the same 
extent as if they respectively had been signed and 
sealed by each member and contained covenants on 
the part of each member to observe all the provisions 
of the memorandum and of the articles.””. The main 
decision ot the Court of Appeal involved the con- 
struction of this unhappily worded section. The 
Court held that the contractual force given to the 
Articles by this section was limited to such provisions 
of the Articles as applied to the relationship of the 
members in their capacity as members (Hickman v. 
Kent and Romney Marsh Sheep Breeders’ Association, 
1915; 1 Ch. 881, was followed). The dictum was 
approved “ no right merely purporting to be given by 
an article to a person, whether a member or not, ina 
capacity other than that of a member, as for instance 
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as solicitor, promoter, or cirector, can ve enforced 
against the company.” The Court of Appeal upheld 
the Vice-Chancellor’s finding that Article 133 did 
not constitute an agreement between the com- 
pany and the defendant director in his capacity as 
director, even though he was a member of the 
company. The action will therefore proceed. 


EXECUTORSHIP LAW AND TRUSTS 


Trustee Act, 1925, Section 31—Power to apply interim 


income in maintenance and education of infant children 
— Residuary trust fund upon trust during their lives 
for children who should attain 21 years-—Direction to 
accumulate surplus income between ages 21 and 25. 

In Re Leng (1938; 1 Ch. 821) the residuary trust 
fund was held in trust in equal shares for a testator’s 
children who attained the age of 21. The shares 
were settled ; each child attaining 21] was to take a 
life interest only. According to principle, inter- 
mediate income until 21 must be added to the corpus 
of the trust fund, so that each child would take a 
life interest in a fund increased by the addition of 
intermediate income. The question was whether the 
children were maintainable out of intermediate 
income. 

Simonds, J., stated that before the Act of 1925 
they would clearly have been so maintainable. He 
held that this was a case to which the statutory 
power of maintenance conferred by Section 31 of the 
1925 Trustee Act applied. Accordingly the inter- 
mediate income was held available for the main- 
tenance of the infant. Sub-section (3) was mainly 
declaratory of the law. He distinguished the present 
case from In Re Reade-Revell (1930; 1 Ch. 52), 
where the will contained a specific direction to 
accumulate, which made it impossible for the child 
to be maintained during her infancy. 


Points from Published Accounts 


United Steel Taxation._-The directors of United 
Steel Companies, following last year’s innovation, have 
again issued an interesting addendum, which describes 
the Appleby-Frodingham subsidiary at Scunthorpe. 
The description, diagrams and photographs which it 
contains do much to make the process of steel-making, 
and the financial results disclosed in the report, come to 
life. The latter itself is a well-produced document, 
though a consolidated statement of assets and earnings 
might be appreciated, since interests in subsidiaries 
account for {7,726,730 out of total assets amounting to 
£19,373,566. The method which this company adopts 
for accounting for income tax is of particular interest. 
The profit and loss account gives a composite item, 
amounting to /2,584,540 for trading profits, gross 
dividends and other income received. To this sum is 
added a transfer from reserve for taxation (which in 
the previous year received /443,500) amounting to 
£435,483. Against the total the company has charged 


£487,134 in respect of income tax. In the appropriation 
account, however, a provision of £796,000 has _ been 
set up to cover taxation and N.D.C. It would seem that 
the credit from reserve and the specific debit against 
the year’s profits cover the actual tax payment in 
respect of the previous year’s profits. By the latest 
reserve provision, of course, the company’s liabilities 
to the income tax collector are covered until April, 1940) 
The method is at first sight complicated, but it is, i 
fact, much clearer than that followed by the majority o! 
companies. : 
Roan Antelope Stock Valuations.—<Accountants © 


as well as the mere layman are sometimes apt to forget | 


the fact that profits depend intimately upon stock 7 
values. 
more than a general formula—‘‘ at or below cost’ oF 
‘““as valued less reserve ”’ ? 
Antelope Copper Mines, however, provide a_ notable 
exception, for the balance sheet sets out the precise 
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basis of valuation of the copper stocks. As at June 30 
the company had in hand or transit 20,242 long tons of 
blister copper. Of this total, 14,000 tons were valued for 
balance sheet purposes at £25 per ton, delivered Europe, 
and 6,242 tons at selling value. Since the balance sheet 
value of copper stocks amounted to £577,544, it may 
easily be calculated that this valuation basis set up a 
potential reserve of about £161,000. But the method, 
of course, is wholly legitimate. The company’s all-in 
production costs, in fact, are of the order of £25 per ton, 
and until selling prices have definitely been fixed for the 
company’s output, cost is the only conservative basis 
of valuation. In the previous year, incidentally, the 
company took 13,000 tons at £25 delivered Europe, 
and 9,530 tons at selling value. The balance sheet, 
incidentally, reverses the usual order of assets and 
liabilities. The liabilities, reading down, are grouped 
under three headings: current liabilities (including 
provision for the final dividend); deferred liabilities 
(consisting of replacements and contingencies reserve) ; 
and capital, reserve and profit. Assets are segregated 
under two heads: current and fixed. Fixed assets 
mainly comprise expenditure on the mining property and 
plant, and are set out in no fewer than nine subdivisions. 

Fison, Packard & Prentice...Any award for 
improved accounts published during the past month 
would surely have to go to Fison, Packard & Prentice. 
Last year, the accounts consisted of the traditional 
four page folder, including a _ balance sheet which 
showed that more than half the assets consisted of 
interests in subsidiary concerns. This year, the report 
and accounts form a well-produced twelve page booklet. 
The booklet gives a list of subsidiary and associated 
companies. The directors’ report is fuller. And the 
balance sheet is supplemented by a consolidated state- 
ment of the parent company and 18 subsidiary under- 
takings, and also by a consolidated statement covering 
the National Fertilizer group, which is partly owned 
by the parent company. There are arguments in favour 
of this method, by which partly controlled subsidiaries 
appear in a general consolidated balance sheet as in- 
vestments, and are then consolidated ir a_ supple- 
mentary statement. But since the essence of the sub- 
sidiary company is control, whether it is wholly owned 
or not, it would seem desirable to attempt a 100 per cent. 
consolidation as far as possible. The necessary adjust- 
ment for outside interests, of course, is relatively simple. 

Venesta Notes Redemption.—An unusual point of 
interest to accountants arises from the Venesta Limited 
balance sheet dated June 30th last. The company has 
in issue a series of 4} per cent. registered notes, of which 
£200,000 were outstanding at the opening of the financial 
year. During the period £300 were repaid and £80,400 
exchanged into 4} per cent. debenture stock, leaving 
£119,300 outstanding at the end of the year. The 
auditors take the view that provision should be made 
in the accounts for the redemption of a further £19,700 
nominal of the notes, ‘‘ in accordance with the terms 
of the issue’ and they have qualified their report to 
that effect. The board of directors, on the other hand, 
take the view that the redemption of the notes by 
exchange into debentures is the equivalent of a pur- 
chase. It appears that the terms of issue specify that 
the company will purchase or redeem up to £20,000 
annually, but they make no reference to the possible 
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redemption of the notes by exchange into other se- 
curities. Obviously this is a point of very considerable 
importance, which ought not to be left to a controversy 
between auditors and the directors. An independent 
legal opinion appears to be called for. 

B.S.A. and Section 126.—-The Companies Act 
requires a company controlling a subsidiary company 
to annex to its balance sheet a statement, signed by the 
persons by whom the balance sheet is signed, stating 
how the profits of the subsidiary have been dealt with 
in the holding company’s accounts. This usually takes 
the form of the familiar ‘' Statement under Section 126.”’ 
The Birmingham Small Arms Company, however, has 
adopted a different method. In this case the profit 
and loss account (which consists of a tabular statement, 
and not the usual double-sided account) states specifically 
that profits on trading and income from investments 
include the trading results of the subsidiary companies ; 
and that all trading subsidiaries have made profits during 
the year, apart from one small company which has not 
traded. In short, the profits shown in the accounts 
represent consolidated profits, subject to any undis- 
closed reserves by the subsidiaries—a point which might 
be brought out more fully in the report, since it includes 
an excellent consolidated balance sheet. This profit and 
loss account, which occupies a separate page of the 
report, is duly signed by the two necessary directors, 
but it is innocent of any mention of Section 126, the 
requirements of which, of course, are fully observed in 
every respect. 

Ranks’ Obscure Accounts.--lhe annual report of 
Ranks Limited invariably offers the opportunity for a 
homily on uninformative accounting. The company’s 
main asset, out of a total of 48,851,975, is the holding of 
Joseph Rank Limited shares, valued at £7,295,593 at 
cost. In addition, nearly £1} million is represented by 
advances to and dividend receivable from this sub- 
sidiary, leaving a balance of £318,226 in cash at the 
date of the balance sheet. To match this paucity of 
information regarding the group’s assets, the profit 
and loss account contains only three items: dividends 
received and receivable, £892,275; interest received, 
£25,733; and transfer and registration fees, £235, 
making a total of £918,243. The statement under 
Section 126 of the Companies Act records that the 
profits of Joseph Rank Limited and its subsidiaries 
for the year exceed the dividends paid to Ranks Limited, 
and the directors of the latter company report that the 
amounts retained by the operating companies con- 
stitute a sufficient reserve, ‘“‘ having regard to the 
amounts previously retained.’’ It is evident that the 
17 per cent. distribution of the parent company has 
been covered by the earnings of the group as a whole. 
But no information is provided regarding either the 
assets or earnings position of the subsidiary under- 
takings. At the annual meeting of the parent company 
early last month, Mr. Joseph Kank scouted the wide- 
spread suggestions in the press that more illuminating 
accounts should be provided to shareholders. The 
directors, he declared, had considered these suggestions, 
but they judged that fuller information would prove of 
advantage to competitors. This is a familiar argument, 
but it does not explain why leading concerns in other 
competitive industries have published highly informative 
reports and continue to flourish. 
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RESEARCH 
INCORPORATED ACCOUNTANTS’ RESEARCH COMMITTEE 


The Incorporated Accountants’ Research Committee have undertaken the task of preparing specimen forms of accounts 
for various businesses and professions. Some of the specimen forms have already — ared in previous issues as follows : 


General Forms of Accounts _... aes ... April, 1937 Engineers ... ‘ “re ora x March, 1938 
Iexecutors and Trustees... ae me ... June, 1937 Farms a ah are nee aes ... April, 1938 
Boot and Shoe Manufacturers ... Ne October, 1937 Garages... aan fos hd de ... May, 1938 
Brickworks ‘ ... November, 1937 Hotels __... ae a chy or ... June, 1938 
Building and E state Developme nt... December, 1937 Laundries : - 1 a ... July, 1938 
Cinemas and Dance Halls ape He January, 1938 Medical Practitioners aes — aa August, 1938 | 
Cotton Merchants ay — ee eae 1938 Motor Transport .. sea ... September, 1938 
Printers... aa October, 1938 


RUBBER COMPANIES 


PROFIT AND LOSS ACCOUNT 


£ £ Ibs. 
J. Revenue Expenditure on Estates : I. Net Proceeds of Rubber — ' 
fa) GENERAL CHARGES !— SALES DURING YEAR oo 
Salaries... a nie oo CLOSING STocK :— 
Personal Allowances... ss Since sold—Couponed _.. ig aes —- 
Transport Allowances .. a ,, —-Uncouponed -_— — 
Leave Pay and Passage Reserve - Unsold ~Exportable (at mar- 
Planters’ Provident Fund 6% ket price) - 
Eastern Agents’ Remuneration o -Unexportable (at 
Travelling Expenses... es F.O.B. cost) . 
Quit Rent a ae - —_—— . 
Immigration Assessment ee Total Crop des ai ee 
Recruiting Expenses... cs ——- 
Hospital and Medical .. i Add: Profit (less Loss) on last 
Anti-Malarial a ; year’s Unsold Crop °° 
Stationery and Office E xpenses. ; =< 
Insurance - . 
General Transport a ie £ 
Upkeep of Cattle le a ll. Sundry Receipts in the East: 
General Upkeep have i - Interest .. . ‘a 
Contingencies... ne ay Unclaimed W ages ah - oo 


a Sundry Sales... gs sa .- 
{b) UpKEEP oF BUILDINGs :— ee 


Repairs to Bungalows .. is II]. Interest Receivable... bs 4 - 

" ,, Lines IV. Profit on Exchange . 

, Factory Buildings. . : | V. Transfer Fees : a a o% — 

, Stores and other | VI. Net Loss, carried to Appropriation Account — 
Buildings | 


, Hospital .. a 
Wells and Water | 
Supply | 
™ , Furniture .. He . | 
Total General Expenditure 
{c) UPKEEP OF AREAS IN BEARING: 
Weeding .. 
Cultivation 
Terracing 
Draining . 
Manuring 
Census, Marking and Yield Index 
Thinning Out 
Supplying 
Pruning 
Disease and Pests 
Roads and Bridges <a 
Boundaries and Ravines oo 
Tools os oa ai oo 


(d) COLLECTION AND MANUFACTURE !-— 
Tapping .. an a = 
Tapping Tools .. —- | 
Latex Rubber and Rubber to 

Factory - | 
Chemicals, Fuel and I. ubric aats — 

Factory Labour . a = 
Factory Supervision : - 
a of Factory Eqniomen — 
Packing and Packages . _ 
Forwarding Charges - 
Export Duty and Rubber Cess ... — 
Weighing Fees .. , a 
Shipping Charges - .-_ 


Total Expenditure on Estate, —_— 
carried forward is zs £ —- Carried forward 
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4 
Brought forward - a -- 


Ii. Sundry Expenses in the East ar - 
Ili. London Office ~ ah yu 
Rent and Rates a 
Lighting and Heating 
Insurance ee is - wt 
Salaries .. is sa - 
Printing and Stationery . 
Postage and Telephone 
Audit and Legal mae ai 
Repairs .. a = 
Sundry Expenses = = - 
Depreciation of Furniture, &c. 


!\. Directors’ Fees 
Income Tax thereon (if paid ‘free of 
Tax) - - - 


\. Trustees’ Fees 
VI. Interest :— 

Debentures 

Loans ig - = = 

Bank ‘6 - el 7 oot 

Vil. Loss on Exchange , is - 

. Net Profit, carried to Appropriation 

Account oe nd 


4, 


APPROPRIATION 


4 
IX. Interim Dividend of 0, 
19—, paid 

X\. Profit and Loss Account : 

Net Loss, brought down 

XI. Income Tax and N.D.C. 
XII. Property Account : 

Amount written oft ‘i | 

XIII. Replanting Reserve Account — i —- 

XIV. Balance, carried to Balance Shect . | 


for the year 


io~ 


STUDENTS 


A question which often produces an astonishing 
variety of replies is—does the accounting for deprecia- 
tion in any sense provide for the replacement of the 
relevant wasting asset ? A definite answer can be 
given to this question after a little thought with the 
aid of a set of short balance sheets. First, all 
secondary considerations should be eliminated from 
the argument and only the matter of depreciation 
considered. Once a conclusion is reached on this 
point, any other considerations can be introduced 
one by one and their effect on the conclusion can 
then be examined. 

The significance of the provision for depreciation 
can most clearly be demonstrated if we consider the 
case of a limited company. Assume that the state 
of the company’s affairs at the commencement of 
Year I is reflected in the following balance sheet, 
where, for the sake of simplicity, the item ‘“ Net 
Floating Assets” is to be understood as comprising 
the floating assets less any externa! liabilities. 
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oo 


Brought forward oa - — 


Depreciation 


4 — 
ACCOUNT 
f 
VII. Balance as Last Balance Sheet _ — 
less: Final Dividend of — % for 19-—— 
VIII. Profit and Loss Account : 
Net Profit, brought down 
i= 
Issued Capital 4/100 Net Floating Assets £100 
£100 fl 100) 


Let the company now acquire a wasting asset 
which will be completely exhausted, with no scrap 
value, at the end of Year II :— 


Issued Capital £100 Wasting Asset ws 
Net Floating Assets “70 
£100 £100 


Assume that the company does not provide for 
depreciation and that its so-called “net profit ” 
during Year I is £20. The whole meaning of profit is 
an increase in the net assets so that, unless further 
fixed’ assets are acquired, the balance sheet at the 
end of Year I will appear thus :— 

Issued Capital £100 Wasting Asset . {30 

Net Profit... 20 Net Floating Assets 9 


£120 


120 
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STATISTICS 
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INDEX NUMBERS OF TOTAL RETAIL SALES—GT. BRITAIN 
(Average daily sales for 1933-100) 
160 _ 
150 . 
140 { 
130 | 
i 
y, 
120 ¥ V 
110 
! 
! 
100 
90 4 
J S D M J S D M J ) D M J Ss 
1935 1936 1937 1938 | 
| 
SALES (AT SELLING VALUE) AND STOCKS (AT COST) 
(PERCENTAGE CHANGES COMPARED WITH SEPTEMBER, 1937.) 
| SALES (on an approximate Daily Basis) STOCKS 
| i | Feb.- At end ot 
September \| Sept. Sept. 
Class of Merchandise | Midlands! | London- Tl - 
| North | North and South | Central | London-| Total, |} Total, Total 
Seotland| East West South of and West; Sub- Great | Great Great 
Wales England) End urban | Britain | Britain | Britain 
Piecegoods]... -. -s 28 9.7 | 97 11.3 | 4.0 | — 206 8.6 12.5 || 5.3 7.1 
(i) Household goods 0.9 | 11.8 4.8 10.3 | ee 14.1 4.7 ree 64 10.7 
(ii) Dress materials 7.7 9.2 | —12.7 11.8 6.1 23.1 16.2 | — 16.7 | 4.8 47 
Women’s wear * , | + 34] 0.5 | 1.9 i 0.1 12.8 | 4.0 | 27\|+ 34 25 
(i) Fashion departments + BA) 3.5 | 0.5 7.6 | 3.4 15.1 -15.4 5 1.4 | 6.9 Nil 
(ii) Girls’ and children’s i a 
wear ... ue ‘ae $4 2.9 4.4 0.9 | 3.8 7.7 14.7 28 | + 2.3 2.9 
(iii) Fancy drapery 2.6 | 4.7 | 4.2 5.2 4.6 9.1 38 4.4 || 07 44 
Men’s and boys’ wear 0.8 | 4.5 4.7 | 6.7 4.3 | — 11.0 | 6.2 5.7 | 19 5.4 
Boots and shoes + 8.72 | 2.6 | 1.1 1.5 | 0.6 | 79 Nil — | 06) + 1.2 0.3 
Furnishing departments £4 } 4.4 | 7.0 5.9 3.0 | 18.4 | 11.1 | 8.9 | 4.4 6.5 
Hardware ws 9.3) 10.4) 146 16.5 | — 9.1 | --14.0| — 62] —123 || -- 6.4 @.! 
Fancy departments ... 53 0.4 | 2.4 0.4 | 5.5 | 7.0; + 03 1.7 i 24 8.7 
Sports and travel ; ssa 11. | 2.8 8.9 6.1 5.9 6.5 15.1 | 6.2 | 73 72 
Miscellaneous and unallocated 2.1 | 14 | 4.6 | 6.4 1.1 | 63|/ + 54/+ 24] + 06]— 139 
Total of above ...  «.. | + 2.9] 0.9 | 2.3 1.0 | 1.7 | — 13.0 2.0 | 3.5 || 0.5 49 
Grocery, provisions and bakery; + 4.1 26) + 14] + 32) + 38) 27.0 | 49} + 35 | + 44)-— 
Other food and perishables... | + 36) + 40] + 7.1] + 99] + 8.0) 6.3 | 62} + 64] + 62] + 
Total—Food and _ perish- | | | ; 
ables*... «| + 46| + 28) + 29/ + 5.0) + 51 | + 95|+ 54] 4 45 || + 4.9] — 3 
ToTaL SALES, September + 3.9 | + 12] + 05 | 2.8 2.4 10.8} = 29/} + 09 i 
, | | | | = 
* February-September + 44) + 29) + 19) + 3.7 | + 4.3 — 71) + 4.2 | + 2.4 - 
TotaL Stocks, September = 48i— 3.7|— 48 |}— 80 | — 14 | — 44|— 6.1 | l 4.5 


* Statistics pre 


pared by the Bank of England and published in the Board of Trade Journal. 


+ Including some goods for which separate particulars under the sub-headings are not available. 
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LORD STAMP ON THE ACCOUNTANT’S 
FUTURE 


London Members’ Dinner 


\t the dinner of the Incorporated Accountants’ London 
and District Society, held on October 21, Mr. E. 
Cassleton Elliott, Chairman of The District Society, 
in introducing Lord Stamp, the chief guest, spoke as 
follows: My lords, ladies and gentlemen; it is the 
custom of the London and District Society to have a 
dinner once a year so that it may have the opportunity 
not only of enjoying that dinner but also the pleasure 
of entertairing its guests. We have entertained our 
guests In a Quiet way in this—and | speak proudly 
magnificent hall. (Hear, hear.) 

We have several very distinguished guests, but the 
most distinguished is the gentleman sitting on my right. 
It is nine years since Incorporated Accountants enter- 
tained Sir Josiah Stamp, as he then was, to a dinner in 
this Hall. It is high time that we entertained him 
again, and so we are glad that His Majesty gave us the 
opportunity of so doing by conferring upon him the 
barony which has been granted just recently. On that 
distinction, Lord Stamp, we congratulate you most 
smcerely, bui we appreciate that it is a distinction you 
well deserve and have well earned. (Applause.) And 
now, although I do not want to make you blush more 
than is usual, there are one or two further things | 
must say about you. You have contributed more than 
any man in his time to the wisdom of the generation 
You have ever been at the service of the nation. And 
not only of the nation—you have been an international 
servant. (Hear, hear.) Your advice, as we all know, is 
sought on many subjects and there is no man I know who 
is SO versatile as you and who is so ready to respond to 
any invitation which may be given to him to speak upon 
any subject—to speak upon any subject with a certain 
knowledge, however, because somehow or other you 
manage to study that subject before you speak. 


How you can cram more than twenty-four hours 
mto the twenty-four I do not know, but when it was 
my pleasure to telephone you at your house one Saturday 
afternoon, to say to you that we wished to entertain 
you to dinner, I rang up at 2 o'clock and the maid who 
answered the telephone said, “‘ Lord Stamp is resting.”’ 
I was delighted to hear that, because I had had a 
strenuous time and I thought I could go and rest too, 
and rng you up later. I did ring you up again, at 
4 o'clock in the afternoon, and the answer came through, 

| will fetch Lord Stamp.’’ I hung on to that telephone 
for hearly five minutes and began to think the maid 
had forgotten me. However, eventually a voice came 
at the other end, rather short of breath, and it said : 

| am awfully sorry to have kept you waiting, but I 


have been playing tennis all the afternoon.’’ (Laughter.) 
All Fean say is that Lord Stamp’s idea of resting is not 


the same as mine, because | had had my usual Saturday 
afternoon nap. 

Now, ladies and gentleinen, we, as a Society, are greatly 
indebted to Lord Stamp. Some twenty years ago it was 
decided to revise the examination syllabus. Lord 
Stamp’s advice was asked and was ferthcoming. He 
said that we ought to have a paper on economics and 
statistics. Lord Stamp was an examiner of the Society 
for many years and set that paper, and you can well 
imagine examinees at various times subsequent to that 
saying to one another, ‘“* What a dismal science economics 
is!’’ I can only assume—on good authority —that when 
Lord Stamp read some of the answers he thought exactly 
the same thing. (Laughter.) 


Some time ago, in Liverpool, Lord Stamp delivered a 
paper at a Conference of Incorporated Accountants and 
accused us of having, as accountants, all the knowledge, 
but not distributing it to others. It gave rise to a very 
important controversy at that time, and since then 
I think Lord Stamp will agree that the accountants’ 
profession has advanced a little bit because it has 
devoted a certain amount of time during the last few 
years to research—research which is giving just as much 
interest to the various members of the profession as did 
the address Lord Stamp gave us, because nobody agrees 
as to the result of that research. (Laughter.) Whether 
Lord Stamp is going to reply to me this evening | do 
not know, and I do not propose to enter into any con- 
troversy with him, but [ do feel that we accountants 
owe a great debt to Lord Stamp for that paper and for 
exciting our interest. 


Nine years ago Lord Stamp had been engaged on the 
Young Plan, and for that reason we entertained him 
then. We entertain you to-night, Lord Stamp, because 
of our affection for you. We entertain you not only as 
a great man—a man who has devoted his services to the 
nation and who has always given of his best; we 
entertain you, I say quite sincerely, because we like 
you. We like the way in which we can approach you, 
and—-if T may be slightly personal—we like you because 
you are a real Britisher and a real family man. (Hear, 
hear.) 

Lord Stamp, replying, said: When I received 
this invitation I had a sense of yreat elation and 
satisfaction, because amongst the friends I have I 
count none higher than this august body, the Incor- 
porated Accountants, who have been so kind to me 
over so long a period. (Applause.) Coming to me at a 
moment when I felt very doubtful about myself and my 
deserts, the feeling that I might have a clean certificate 
from our President, backed up by the whole community 
of accountants, filled me with joy.  [ thought that 
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possibly, coming after dinner, it would be a clean cer- 
tificate—-with no reservations about insufficient being 
written off for wear and tear. In fact, | thought you 
might even sign in the wrong place, like the doctor 
who missed the dotted line at the bottom and put his 
(Laughter.) 


signature in the ‘‘ cause of death.” 


This getting a peerage makes one reflect much more 
upon one’s shortcomings than upon one’s deserts, 
because, by tradition, it connotes certain actions, many 
of which I am quite incapable of, and connotes certain 
attributes, most of which I know | shall never possess ; 
and the feeling that I should have at any rate the 
chance of a clean certificate from this particular pro- 
fession enabled me to bear up for the moment in that 
self-examination. But | do reflect that it does not follow 
that because you bear a particular title, all the attributes 
that usually go with it are actually there. Everybody 
knows that-—and that is a great comfort. (Laughter.) 
I am the president of a golf club but [ am not supposed 
to know anything about golf; nobody makes any 
mistake about that. Most of the stories about dud 
golfers are really about me. There is the story I read 
the other day of the golfer who said, rather proudly, to 
the caddie, ‘‘ How do you like my game?” “ Well, 
I suppose it is all right,’’ replied the caddie, “ but I 
much prefer golf.’ (Laughter.) 

My mind goes back to the previous occasion, nine 
years ago, when I was in this Hall, and in order that I 
should at any rate preserve the virtue of consistency, I 
turned up in your most excellent Journal, which, of 
course, I keep most carefully, the record of that occasion. 
I will not say that the reading filled me with dismay, 
but it did make me feel that although it seemed not long 
ago in time—nine years—it seemed 90 years in the 
difference in outlook and what has happened in the world 
since those days. I felt I must be extremely ancient. 


Reference to that occasion in 1929 makes me remark 
that at the time, coming back in the full flush of so- 
called glory from a very long and strenuous representa- 
tion of Great Britain at the International Conference, 
this Society did me the honour of asking me to dinner 
to celebrate, and I warned the President and officials 
that perhaps they might be making a great mistake, 
because the solutions to which we had put our names 
had not yet been carefully examined by official au- 
thorities and we had reason to suppose they might not 
be very acceptable, and so far from rejoicing you would 
wish to sympathise with me or attend my funeral. 
However, with the pluck that is characteristic of this 
Society, you went on with the proceedings. 


The Reparations Settlement. 

Well, in a few weeks the whole thing burst, and I 
was the subject and object of obloquy everywhere for 
having “sold the country” and “ given away its 
possessions.”” The matter had then got into the realm 
of international politics. We were being represented 
abroad and a certain line was taken, and therefore it 
was impossible to speak about it or to put any kind of 
view other than the official one, and from that day to 
this I have never spoken in public about it. But I 


thought this might be the occasion when I might give 
the sequel in my own words, because most audiences 
which one might address, either in print or like this, 


. 


November, 1938 


would not be anything like so able as you are to appre- 
ciate the actual point at issue. 


I may say that the whole thing was, as you know, the 
cause of tremendous international upheaval at the time, 
although as we look back on it it seems very small com- 
pared with recent causes of our troubles. But the sequel 
which followed was the most glorious misconception 
of the true nature and effect of compound interest in 
the field of international politics that ever stirred bad 
blood between nations. We had to scale a new series of 
annuities payable by Germany as reparations. Britain 
had been entitled to certain percentages of whatever 
came, and we did not much care what the total was so long 
as our percentage was not altered—-that was the inter- 
national feeling at the time. The recommendation did 
alter the percentages, in order to allow of certain 
adjustments to Italy, and the net effect was a so-called 
loss of two or three millions. 


The annuities were scaled out over 38 or 40 years 
ahead, so confident were we of that series. For the first 
eight or ten years the arrangements to which I put my 
name gave this country more than she would otherwise 
have had if the original scheme had been adhered to, 
but there were serious deficiencies when we got 30 or 40 
years from that time. Those had to be valued by using 
a certain rate of discount, whatever rate it might be, 
and so, using that certain rate of interest, there came 
out an imposing deficiency. 


I had a notion that a bird, not in the hand but near 
the hand, was better than one miles away in the bush, 
and certainly better than one which was not yet hatched 
Therefore I discounted the first ten years of profit to 
get the present value, and then the second decade at a 
higher percentage because of the great political risk, and 
so on progressively higher. The loss sustained at the end 
of a long period like that in its present value is very 
different from taking a low rate of interest, and in my 
judgment, thinking ten years was the limit of time 4 
scheme like that could last, I thought I had chosen the 
better part and got my profits in hand. If the whole 
question had been looked at in that way it would have 
been seen by everybody what was the true nature of the 
so-called loss which brought about such a terrific storm 
in the international tea cup. 


The effect of compound interest upon present value 
is not generally appreciated, but that was the true 
implication of that dastardly act of mine in “ giving 
away the country’s revenue.”’ I thought that, having 
secured a good bargain for ten years, the rest could 
slide, although I little realised then that the whole 
apparatus would collapse much earlier. After all, I 
had reason to suppose that ten years was the limit, 
because though we most solemnly readjusted all those 
figures, yet even then nobody had solved how repara- 
tions were to be paid ; and it is not solved to this day 
how large international debts can be paid without such 
disturbance to trade and industry that they defeat 
their own end. 


Looking back over the last twenty years, I see im the 
position of the accountant in the community 4 te 
mendous leap forward. The Chairman referred to the 
occasion when I gave an address at Liverpool. I have 
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learnt from that occasion, at any rate, that the best 
way to make firm friends for life is to go hot and strong 
for them at the beginning, even if you have your tongue 
in vour cheek, and they will love you ever afterwards. 
I am not, however, going to speak now on those par- 
ticular lines 

The Accountant as Arbiter of Probity. 

\n accountant was a recorder of factual accuracy, 
a kind of superior book-keeper, and that particular 
feature of his life has now passed to a very secondary 
position. He is now recognised as the chief arbiter of 
probity in our commercial and complicated financial 
relations. The conservative conventions of the account- 
unt gradually evolved internally by the better and 
better practice of his profession tended to become a 
cloak for mental inertia, and the slogan ‘‘ You may err 
as much as you like provided you err on the side of 
safety ” is no longer adequate. The accountant is being 
asked more and more to give his view as an umpire or 
honest broker between interested parties, and that 
calls for new definitions and scientific tests. 

The position of the accountant as the impartial 
exponent of probity has received several jerks forward 
ito a more concrete responsibility within our recol- 
lection. The implications of the Kylsant case, dealing 
with the necessity for a closer analysis of published facts, 
« that they represent not only the bare truth but a very 
complete statement of the whole truth; the questions 
of commitments on futures, as illustrated in the pepper 
speculations ; and the recent development of property 
companies, with their extraordinarily high spasmodic 
semi-capital profits in early years, have all contributed 
to this. 

But if we have seen such a change as I can discern 
in the last 25 years, one is tempted to ask ‘‘ What lies 
ahead ?”’ I would just like to refer to two very im- 
portant developments of which we are now only just 
on the threshold, in which the accountant is already 
having, and will have even more, an absolutely vital 
ind critical part. 

Prognosis for Accountancy. 

Many of us are particularly interested in and associated 
with the industrial developments of science. I am not 
referring to vast new changes, like the introduction of 
wme completely new motive power, the introduction 
of locomotives or the electric telegraph, or to a com- 
pletely new set of things, but to those small, incremental 
changes of science in industry that are going on con- 
unuously. Their validity and their propriety are 
dependent on very exact accountancy cost measure- 
ments. I do not think it is too much to say in this 
Tespect that in industry to-day scientific progress can 
only show itself throngh the language and the verdict 
of the cost accountant ; and accountancy, as a language 
o% scientific evidence, is only in its infancy. You add 
“ome quite small improvement to a vast series of ad- 
justments and gadgets, and its effect is lost unless there 
's the most careful job and machine analysis to isolate 
the net effect. 


John Stuart Mill’s method of agreement and differ- 
“ace, and the method of concomitant variations, are 
all there and are now becoming part of our daily life 
and experience, but so long as they are dealt with as 
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they have been they miss these almost microscopic ecle- 
ments. The test of the success of such things is through a 
very highly developed accountancy definition and an- 
alysis, We are called upon to play an important part in 
dealing with that particular aspect of scientific definition. 

But there is a much more important field that lies 
ahead of us. We are all aware of the great extension 
of State and other methods of control, amounting to a 
very considerable range of planning devices, and those 
are calling and will call upon the accountant to be an 
economic interpreter. I am quite convinced that 
whatever we may think of the ultimate practicability 
of planning on a wide scale, the more widely planning or 
conscious interference proceeds across the nation’s 
activities—it is proceeding at tremendous speed now 
and under pressure of war fears and the like will become 
something more nearly resembling that of the totali- 
tarian State than we like to think—-the more exten- 
sively are the natural economic tests of success damped 
down and hidden, the more extensively is the natural 
price system undermined, and the more we must depend 
upon artificial or accountancy approximations to 
determine policy, especially the policy of applying new 
capital resources at particular rival points and getting 
them at the most appropriate and profitable points. 
The more you disturb and control prices in one par- 
ticular area, the more artificial and disturbed become 
the prices in the uncontrolled area and the more difficult 
it is to determine that the thing that looks so successful 
is really successful in the total view. 

A planned world will only be kept in working order, it 
seems to me, by a phenomenal development of account- 
ancy ; a half planned world will only be kept from chaos 
by almost a miracle of costing and impersonal account- 
ancy. If the superior book-keeper of one hundred years 
ago had been faced straight away, in one showing, with 
the vast ramifications of your profession and the in- 
numerable ways in which you assist, support, control, 
check and advise the community, he would have been 
appalled at that extension of his thought and _ his 
responsibility ; but I do not think the gulf between 
those two is any greater, if as great, as the gulf that ts 
likely to exist between the kind of things you are 
educating your young men todo now and what accountants 
may be called upon to do in one hundred years time. 

We have chaffed the accountancy profession for 
taking the line of least resistance and on being forced 
into new decisions only by events, but I do believe 
the accountancy world is alive to-day, as never before, 
to the importance of its position and to living up to the 
changing requirements of the world. It is so closely 
knit together in its professional associations, by meetings 
and journals, that it is in an unrivalled position to do 
team work of the highest order and it can face whatever 
developments are before it with the greatest confidence. 

There is no way in which you can set examinations for 
young people which will give elasticity of mind and 
response of intellect throughout their lives to all the 
changing requirements of science—that is beyond the 
scope of the examination. But all those who have 
pupils and juniors at any rate owe it to them and to 
the future that their minds are kept elastic and widely 
open to the future possibility of things beyond our 
present ken. Do not content yourselves with securing 
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that they do things as they always have been done. 
You must make them alive to the possibility of coping 
with entirely new degrees and areas of responsibility. 
This will require, I will not say intelligence, but intel- 
lectual courage and a progressive outlook which until 
lately has been latent rather than active. 


I am not a prophet and I am only talking of the 
things that are already germinating under our very eyes, 
but I do say that if we are going successfully to find 
that middle place between the laissez faive of 30 or 40 
vears ago and the kind of totalitarian control we see 
abroad, it will need a much greater skill on our part 
than either of those two extremes ; and to find that fine 
balance means that you gentlemen, with your arbitral 
consciences, have not only a glorious heritage but a 
gruelling prospect before you. 

These remarks have provided an excellent way o1 
avoiding references to myself, and, for a man with a 
few shreds of modesty left, of getting conversation on 
to an impersonal plane, but I would like to say how 
vreatly I thank you for your kind thought and for the 
good wishes you have towards me. The honour you 
have done me in the past is one I treasure very much 
and one I feel I would not like, by any conduct of mine 
or any mental deficiencies, to let down. 


I read a thing which pleased me very much the other 
day. It is rather apropos at the present moment, and 
it is a phrase in ‘‘ Huckleberry Finn.”’ He said, in his 
characteristic way, ‘‘ What I want to know is, what is 
the use of doing right when it is easier to do wrong 
and the wages is jest the same ?’’ It is because in our 
inner consciences we believe the wages are somehow 
different that we stick to principles and seek to work 
out not only moral but intellectual rightness. We 
believe somehow the wages cannot be the same. We 
cannot believe that societies built on the suppression 
of truth and the repression of men and their minds are 
built on what can be permanently the basis of an 
enduring society. And if it belongs to the Anglo-Saxon 
people to try to keep the ideals we have had in the past, 
I believe we, as accountants——and I class myself with 
you; you have allowed me to do so—(hear, hear)— 
I believe we, as accountants, are not mere figure mer- 
chants but we have our share in the custody of the 
soul of the nation. (Applause.) 


Mr. Walter Holman, in proposing the health of the 
Chairman, said: Lord Stamp, ladies and gentlemen ; 
it comes naturally to some of us to adm'‘re and covet the 
endowments in others which we do not ourselves possess, 
and I envy our chairman the possession of two separate 
and distinct surnames. There is no hyphen between 
‘ Cassleton "’ and “ Elliott,” and I am in a position to 
tell you that those two names represent two separate 
and distinct personalities. One of them you all know 
and respect as “ Mr. Elliott,”’ the distinguished account- 
ant, who, after qualifying as an Incorporated Accountant 
with honours 35 years ago, has since satisfied his clients, 
gained a fortune for himself—(laughter)—and brought 


honour to the Society of Lacorporated Accountants which 
he served for many years as a member of the Council, 
as a: predecessor of mine in the office of President of the 
Society for a notable three yeats, and now as Chairman 
of the London members’ Society. | (Applause. ) 
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He has brought to those offices not only his great 
ability but dignity and distinction, and I think it is not 
mappropriate that in this gathering I should tell you 
what is not generally known—that for more than two 
years he has been Chairman of the Committee evidence 
of whose work has recently been shown in the publication 
of the first number of ACCOUNTANCY. (Applause 


But Mr. Cassleton—-the other personality—is not so 
well known ; indeed, [ think I am one of the very few 
who know of his existence. If you want to get into 
touch with Mr. Cassleton you must do so through his 
telegraphic address, which is plain and simple “ Cassle- 
ton’ (although I am bound to say neither of the two 
adjectives I have just mentioned apply to him), and if 
you want to meet him you must search for him outside 
the paths of his ordinary professional practice. | 
emphasise that word “ ordinary,”’ because his firm has 
branches in West Africa and I have a shrewd suspicion 
that those branches are controlled by Mr. Cassleton, 
and not by Mr. Elliott. (Laughter.) I cannot picture 
Mr. Elliott in those towns with the delightful names 
which you will find in the Year Book, but I can picture 
Mr. Cassleton at Lagos, Tarkwa, Accra and even at Jos 
(Laughter.) Those places seem to harmonise with the 
delightful personality of Mr. Cassleton, “‘ a fellow of 
infinite jest, of most excellent fancy’ and with a 
teniperament exactly fitted to carrying on—I am not 
sure that I ought to use the words “ carrying on” 
(laughter)—but conducting a tropical practice.  (Ke- 
newed laughter.) I hope I have not been misunderstood 
I! used the word in the singular, not in the plural 
(Laughter. ) 

Case of dual personality are usually considered to be 
an amalgamation of the normal with the sub-normal, 
but in Mr. Cassleton Elliott we have an outstanding 
example of the super-normal linked with the normal, 
and I think I need say no more in recommending for 
your acceptance the toast of his health. (Applause) 


The Chairman in reply said: Mr. Walter Holman, 
my lord, ladies and gentlemen; I have been sitting 
here in fear and trepidation because it is only a few 
weeks ago that, in company with distinguished official 
representatives of this Society, I returned from Berlin ; 
and when the President started to talk about “ tropical 
practice,’’ I began to wonder what was coming next 
Fortunately he has been wise, because he realised that 
I had the last word. (Laughter.) Whilst on the topi 
of Berlin, I would like to tell you that it has been our 
pleasure this evening to entertain Herr Jaeger, who 's 
sitting on my left here and is the Secretary of the Fifth 
International Congress of Accountants. (Applause.) 
I appreciate 
I can 


Mr. Holman, you have been most kind. 
all that you have said. It is not altogether true. 
only wish that the part about the fortune were true 
(Laughter.) None the less, it has been most kind of you 
to speak of me in such eulogistic terms. What ! have 
been able to do for the Society has been because what 
little success I have managed to gain in life has beet 
through the Society, and I feel with you that we who 
are members of the Society, for that reason and that 
reason alone, if for none other, will always serve the 
Society to the best of our ability. Thank you very 
much. (Applause.) 
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Society of Incorporated Accountants 


COUNCIL MEETING 


A meeting of the Council was held on October 27. 
There were present Mr. Walter Holman (President), 
Mr. W. Norman Bubb, Mr. E. Cassleton Elliott, Mr. 
M. J. Faulks, Sir Thomas Keens, Mr. Henry Morgan, 
Mr. Bertram Nelson, Mr. Richard A. Witty, Mr. A. A. 
Garrett (Secretary), and Mr. L. T. Little (Deputy 
Secretary). 

Apologies for non-attendance were received from 
Mr. Arthur Collins, Mr. R. T. Warwick, Mr. Henry 
Burgess, Mr. A. Stuart Allen, and all the country 
members. 


International Congress on Accounting, Berlin, 
1938 

The President made a report of the proceedings at 
the International Congress, at which the delegates 
from the Society had been cordially welcomed. On 
the motion of the President, seconded by Mr. E. 
Cassleton Elliott, the following Resolution was 
unanimously adopted : 

That the Council records its sincere appreciation 
of the kindness of Reich Minister Dr. Hans Frank 
in opening the Fifth International Congress on 
Accounting, held in Berlin in September, 1938, and 
in extending to the delegates from abroad official 
hospitality on behalf of the German Government. 

Further, that the best thanks of the Society of 
Incorporated Accountants be accorded to Herr 
Dr. Otto Monckmeier (President), Herr Dr. Wilhelm 
Voss (Deputy President), the Committees, and the 
Secretary, Herr Wilhelm Jaeger, of the Congress, 
for the cordial reception of the delegates from the 
Society of Incorporated Accountants and for enter- 
taining them in so hospitable a manner during the 
week of the Congress. 

The high standard of organisation and the careful 
arrangements for the papers and speeches gave 
opportunity to all who were present to participate 
in the proceedings of the Congress, and thus secured 
a wide expression of opinion upon the important 
subjects discussed. The record of the papers and 
discussions will be a valuable addition to the 
literature of accountancy in all countries. 

The delegates derived much enjoyment from the 
brilliant official receptions, and particular pleasure 
from the friendly spirit of their German hosts and 
the personal courtesy which was extended to all 
of them. 

Membership 
The Secretary reported with regret the death of 
each of the following members :— 
Bishop, Joun (Associate), St. Leonards. 
Brown, ARTHUR RONALD (Associate), Brussels. 
CaLvert, Harry ReGinaLtp (Fellow), Bourne- 
mouth. 
CLEMENTs, FRANCIS EDWARD (Fellow), London. 
DRINKWATER, GODFREY (Associate), Johannesburg. 
HILL, STANLEY WEDGWooD (Associate), Varn- 
borough. 
PRIEST, FREDERICK WILLIAM (Fellow), London. 
Joun, ALBERT WATFORD (Associate), Wrexham. 


The following resignations were accepted with 
regret, with effect from December 31, 1938 :— 
CHADWICK, ALBERT Epwarp (Associate), Hyde. 
DERRY, PERCIVAL ForSTER (Associate), Salisbury, 
Rhodesia. 
LAMBERT, ROGER DanieL (Fellow), West Hartle- 
pool. 
LreEecH, WILLIAM LESLIE (Associate), Derby. 
LEEDS, FRANK (Associate), London. 
Masson, HUGH CAMERON (Associate), London. 
PILCHER, PERCY Epwarps PERRIN (Fellow), 
London. 
SCREETON, FRANK (Associate), Hull. 


MEMBERSHIP 


The following additions to and promotions in the 
Membership of the Society have been completed sinc¢ 
our last issue: 

ASSOCIATE TO FELLOW 

Barter, Frank (Buchanan & Barter), Southsea, 

Practising Accountant. 
ASSOCIATES 

Adams, Stanley John, with Samuel Lane & Cuo., 
Bromley (Kent); Barker, Bernard Thomas, with 
Clifford Towers, Temple & Co., London; Brown, 
James Lennox Rowland, with Deloitte, Plender, Grif- 
fiths, Annan & Co., Johannesburg ; Catton, Frederick 
Charles, with Bryce Hanmer & Co., Liverpool ; Cooper, 
Frederick Peter Henderson, with S. Rk. Barnes and 
Taylor, Pretoria; Goddard, Mervyn Wilton George, 
Bucks. County Treasurer’s Department, Aylesbury ; 
Griffiths, James Austen, with Franklin, Wild & Co., 
London; Keen, John Howard, with Edward Sparks 
and Son, Newcastle-upon-Tyne; Lake, Noel John, 
with J. V. Couzens, Portsmouth ; Lister, John laulder, 
with Griffin & Co., Birmingham; McGrath, John 
Cornelius, Audit Department, Co-operative Wholesale 
Society, Ltd., London; McLaren, Richard McKenzie 
Moore, with Slipper & Co., London; Macer, Thomas 
Harold, with Martin, Farlow & Co., London; Madge, 
Keginald Walter, with West & Co., London; Murphy, 
Charles Devlin, with Magennis, Burns, Griffin & Co., 
Cork; Neal, Ronald Charles, with Derek Webster 
and Co., London; Percival, Guy Roland, formerly, 
with Price, Waterhouse, Peat & Co, Johannesburg ; 
Ravenscroft, James Martin Edward, with Davies 
and Co., London; Reardon, John Thomas, with 
Binder, Hamlyn & Co., London ; Reed, Harry Clifford, 
with J. H. Simmonds, Middlesbrough; Ross, James 
Alexander Lawson, with Cooper, Brothers & Co., 
London; Smith, Albert Eric, with Cattell & Chater, 
Kettering ; Southgate, Konald Joseph, with Dubois 
and Co., London; Stanley, Walter William, with 
William Clarke & Stephens, Newport, Mon.; Tanner, 
Albert Douglas, formerly with W. E. Holland, London ; 
Ward, Ernest Harold, with Broads, Paterson & Co., 
London ; Wheeler, Moses, with Stephenson, Smart 
and Co., Wisbech ; Wood, Edwin Walter John, with 
Morgan Brothers & Co., London; Yates, Robert 
Reuben, with Schwartz, Fine & Co., Johannesburg. 


SCOTTISH BRANCH NOTES 


Visit of the President to Glasgow 
Glasgow was favoured last month by a visit from 
Mr. Walter Holman, the President of the Society, and 
on the invitation of the Council of the Scottish Branch a 
largely attended luncheon meeting of the Glasgow and 
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West of Scotland members was held in the Central 
Station Hotel on October 25. 

Mr. Robert T. Dunlop, President of the Scottish 
Branch, occupied the chair, and, in introducing Mr. 
Holman, said he was glad to see such a large attendance 
of members. 

After thanking the members of the Scottish Branch 
for their hospitality and for the opportunity afforded 
him of meeting the officers and members of the Scottish 
Council, Mr. Holman paid a high tribute to the work 
of the Secretary, Mr. James Paterson. He then referred 
to the visits he had paid on behalf of the Society to 


America last year and to Germany this year, and said - 


there was one feature common to both those countries 
which had impressed him greatly, namely, the magnitude 
of the expenditure being made in development. 

Keferring to public expenditure in general, Mr. Holman 
maintained that the rising tide of national and municipal 
expenditure was calculated to mislead people into 
thinking that the words ‘ waste "’ and “ economy "’ had 
lost their meaning, and he called on accountants to remain 
firm to the principle that economy, by which he meant 
wise expenditure, was the royal road to business success 
and that waste was the “ unforgiveable sin.”’ 

In acknowledging a vote of thanks proposed by 
Mr. |. Stewart Seggie, Mr. Holman said that the Scottish 
Branch could be congratulated in having two such 
energetic representatives on the London Council as 
Mr. R. T. Dunlop and Mr. James Paterson. In replying 
to a vote of thanks proposed by. Mr. Ledingham, the 
Chairman said he hoped all the members present would 
become interested in the Society’s journal ACCOUNTANCY, 
both for its articles and for law reports which they would 
find valuable in their practice. 


Glasgow Students’ Society 

The opening meeting of the winter session of this 
Society was held in the Constitutional Club, Glasgow, on 
October 25, when an address on “‘ Studying for the 
Society’s Examinations’’ was given by Mr. F. D. 
Greenhill, C.A. Mr. W. Davidson Hall, President of 
the Students’ Society, occupied the chair, and was 
supported by Mr. Walter Holman, President of the 
Society. There was a large attendance. 

Mr. Holman, who was warmly received, said he 
thanked the Committee for inviting him to their opening 
meeting. He agreed with Mr. Greenhill that they were 
not so much concerned with the brilliant student as 
with the large body of average students, and while 
candidates for the Society’s examinations had their 
difficulties and worries, so had the Examiners who, 
he assured them, endeavoured to carry out their onerous 
duties in the most careful and conscientious manner 
possible. The Glasgow Students’ Society, said Mr. 
Holman, were very fortunate in having as their President 
Mr. W. Davidson Hall, who took such a practical interest 
in their work, and had instituted the fund from which 
prizes were given to Scottish candidates taking Honours 
in the examinations. Mr. Holman then presented 
Mr. John A. Stewart, Glasgow, with the W. D. Hall 
Prize—in this case, a wristlet watch. Mr. Holman 
congratulated Mr. Stewart, and stated that to attain 
second place in the Honours List he must have had very 
excellent papers. Mr. Stewart expressed his thanks. _ 


DISTRICT SOCIETIES 


LONDON 


Dinner to the Right Hon. Lord Stamp 

Members of the Incorporated Accountants’ London and 
District Society gave a dinner to the Right Hon. Lord Stamp 
G.C.B., G.B.E., on Friday, October 21, to celebrate his ele- 
vation to the Peerage by His Majesty The King. Mr. FE 
Cassleton Elliott, F.S.A.A., chairman, presided. 

A report of the speeches is given on pages 73/76. 

Among those present were Sir Arthur Street, K.B.E., C.B 
Mr. Walter Holman (President of the Society of Incorporated 
Accountants), Sir James Price, K.B.E., C.B., Mr. C. Hewetson 
Nelson, J.P., Mr. C. J. G. Palmour (President, the Institute 
of Chartered Accountants), Herr W. Jaeger (Secretary, Fifth 
International Congress on Accounting), Mr. L. C. Blackmore 
Bowker, O.B.E., M.C. (City Remembrancer), Sir Harold 
Bellman, M.B.E., Sir Thomas Keens, D.L., Mr. W. H. Coates 
Ph.D., LL.B., Mr. W. I. Digginge, Mr. Percy Toothill (Vice- 
President of the Society of Incorporated Accountants), Mr 
B. A. Glanvill, J.P., Mr. Arthur E. Watson, C.B., C.BE 
Mr. W. A. Pearman (Vice-Chairman), Hon. W. Carlyle Stamp, 
M.A., Mr. H. J. Page (Chairman, Chartered Accountants 
London Members Committee), Mr. Henry Morgan, Mr. A 
de V. Leigh, M.B.E., M.A., Mr. Hargreaves Parkinson, B.A 
B.Com., Mr. Arthur Collins, Mr. Austin Reed, Mr. Oscar k 
Hobson, M.A., Mr. R. B. Dunwoody, C.B.E., Mr. C. § 
Louch, Mr. Frank H. Elliott, J.P., Mr. S. Bayliss Smith 
Mr. J. W. Ramsbottom, M.A., M.Com., Mr. J. C. Rea Price 
Mr. I.. T. Little, B.Sc., Mr. A. A. Garrett, M.B.E. 


A meeting of members will be held at Incorporated 
Accountants’ Hall on Wednesday, November 9, at 6 p.m 
at which the Chairman, Mr. E. Cassleton Elliott, will preside 
There will be a discussion on ‘‘ The Scope of Mechanised 
Accounting.’’ The subject will be introduced to member 
in a short paper by Mr. W. J. Back, Incorporated Accountant 
After discussing the subject in four groups, the members wil 
assemble in the large hall to review their discussion 

Tea will be served at 5.30 p.m. 


BELFAST 

The Belfast and District Society held the first meeting o! 
the season on Monday, October 17, when Mr. H. McMillan 
F.S.A.A., gave a paper on the Finance Act, 1938. Mr 
McMillan briefly outlined the various changes in incom 
tax law introduced by this Act, and referred to the legal 
decisions, in consequence of which some of the clauses wer 
inserted in the 1938 Act. An interesting discussion followed 
in which the following members took part :—Mr. Normat 
Booth, Mr. James Baird, Mr. Robert Bell, Mr. D. T. Boyd 
B.Com.Sc. 

The newly-elected President—Mr. E. A. Anderson— 
expressed his gratification at secing so many members 
present, and thanked Mr. McMillan fer his paper. 


BIRMINGHAM 
SYLLABUS OF MEETINGS, 1938-39 
Date. Meeting. Lecturer. 
BIRMINGHAM 


1938 

Sept.26 Golf Match with H.M. 
Inspectors of Taxes, 
Birmingham 

Oct. 14 Students’ Discussion A. P. Bardell, F.5.AA 
Group : Statistics 

Oct. 21 Lecture: Some Ideas on R. T. Walters, MA. 
Modern Auditing with F.C_A 
reference to Mechanical 
Accounting. (By in- 
vitation of the Birming- 
ham Chartered Ac- 


countants’ Students 
Society.) 
Nov.11 Dance at the Midland 
Hotel 
Nov.18 Lecture: Budgetary Con- W. H. Stalker, 
trol F.S.A.A. 


No 
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Jan 


Jan 
Keb. 


Feb. 
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November, 1938 


Nov. 25 


Dec. 5 


Keb, 24 


Apr 14 


1938 
Nov. 3 


Students’ Discussion 
Group : Economics 

Lecture: The Crisis in 
the Far East, with 
Special Reference to the 
Financial Side. (By 
invitation of the Char- 
tered Institute of Secre- 
taries. ) 


Lecture: The National 
Defence Contribution 
Annual Dinner at Queen's 
Hotel 
Students’ Discussion 
Group: Income Tax 
Lecture : Methods of In- 
vestigation for Business 
Reorganisation. (By 
invitation of the In- 
stitute of Cost and 
Works Accountants. To 
be held at the Chamber 
of Commerce.) 

Lecture: The Calling and 
Conduct of Company 
Meetings and recent im- 
portant Case Law De- 
cisions 

Students’ Discussion 
Group: Costing 

Golf Match between mem- 
bers of the District 
Society: Birmingham 
v. Rest of the Midlands 


79 


A. E. Langton, LL.B., 
ALA. ABAA. 
S. Shaw, LL.B., 
Barrister-at-Law 


E. Westby - Nunn, 
B.A., LL.B., 


Barrister-at-Law 
W. J. Back, F.S.A.A. 


unless otherwise stated, 


Lecturer 


ACCOUNTANCY 
A. P. Bardell, Jan. 23 Luncheon. At 1 p.m. at 
F.S.A.A. Grand Hotel 
Sir Frederick Whyte, Jan. 27 Lecture: Executorship 
K.C.S.I. Accounts 
Feb. 10 Lecture: Sale of Goods 
Feb. 24 Question Night 
Mar. 10 Lecture: Accounting Pro- 
visions of the Com- 
panies Act, 1929 
W. J. Back, F.S.A.A. Mar. 24 Lecture: Practical Points 
. in Company Work 
Apr. 24 Luncheon. At 1 p.m. at 
Grand Hotel 
4 8 Meetings ave held at 6 p.m. at the Oriental Café, 
A. P. ica, Market Place, Leicester, 
W. Coutts-Donald, MANCHESTER 
C.A., F.C.W.A. SYLLABUS OF MEETINGS, 1938-39 
Date Meeting 
MANCHESTER 
1938 


E. Westby-Nunn, B.A., 
LL.B. 


W. H. Stalker, 
F.S.A.A. 


Lectures ave held at 6.30 p.m. at the Law Library, 


Temple Street, Birmingham, unless otherwise 
stated. Students’ Study Circle Meetings ave held 
at 7.0 p.m. 
WOLVERHAMPTON 
Lecture: The Secretary 


and World Affairs. (By 
invitation of the Char- 
tered Institute of Secre- 
taries. To be held at 
the Wolverhampton and 
Staffordshire Technical 
College, Wolverhamp- 
ton) 


LEICESTER 


SYLLABUS OF MEETINGS, 1938-39 


Meeting. 

LEICESTER 

Lecture : Germany’s New 
Economic Methods in 
the Far East. (Joint 
Lecture with the Char- 
tered Institute of Secre- 


taries) 

Lecture: Company Flo- 
tation 

Luncheon. At 1 p.m. at 


the Grand Hotel 
Lecture : Accounting Pro- 

blems for the Student 
Lecture : Death Duties 


Lecture : Income Tax 

Students’ Dance. At 
Grand Hotel, 8 p.m. to 
1 a.m. 


Lecture : 


Liquidations 


Lecturer. 


The Hon. Harold 
Nicholson, C.M.G., 
M.P. 


R. F. Cartwright, 


H. A. R. Jj. Wilson, 


F.C.A., F.S.A.A. 


E. Westby - Nunn, 


B.A., LL.B., 
Barrister-at-Law 


Victor H. Bayley, 


‘. 


F.C.A., F.S.A.A. 


A. Sales, 
F.S.A.A. 


LL.B., 


Oct. 13¢*Lecture : 
Hints on Mercantile Law 


Oct. 28 
Nov. 18 


Nov. 30}*Lecture : 


Dec. 6 


Dec. 9 


1939 
Jan. 20 


Jan. 27 
Feb. 17 


Feb. 24 
Mar. 17 


Mar. 24 


Date. 
1938 
Oct. 28 
Dec. 8 
1939 
Feb. 2 


Feb. 22 


1938 
Nov. 9 


Examination 


*Mock Company Meeting 

*Lecture : Public Issues of 
Capital 

A New Mone- 
tary Policy. Joint Meet- 
ing with Manchester 
Branch of the Chartered 
Institute of Secretaries 

Annual Dance at Man- 
chester, Ltd., Restaur- 
ant 

*Lecture : Examination 
Hints on Auditing 


*Lecture : 
Accounts 

*Short Papers by Students 

Lecture : The Powers and 
Duties of Liquidators 

* Discussion 

Annual Dinner at Midland 
Hotel 

*Annual Meeting followed 
by Mock Insolvency 
Meeting 


Executorship 


E. Westby - Nunn, 
B.A., LL.B. 


W. J. Back, F.S.A.A. 
J. Shepherd, Economic 
Adviser to the Feder- 
ation of Master 


Cotton Spinners’ As- 
sociation, Ltd. 


W. Richmond Murray, 
A.S.A.A. 


R. Bibby, A.C.A 


A. V. Hussey, A.S.A.A. 


Meetings will be held at 6.30 p.m. in The Estat 


Exchange, 46, 
unless otherwise indicated 
* Students’ Meeting 


Fountain 


Street, Manchester, 


t Memorial Hall, Albert Square 

t Blackfriars’ Hall, Blackfriars Street 

Discussion meetings at which points arising in 
practice, matters connected with accountancy 
research, etc., will be discussed, will be held 


in October, 
February and March. 


November, 
Separate announcement 


December, January, 


of the dates, subjects and venue will be made 


SOUTH WALES AND MONMOUTHSHIRE 


SYLLABUS OF MEETINGS, 1938-39 


Meeting. 
CARDIFF 


Lecture : Debentures 


Lecture : Stock Exchange 
Practice and Procedure 
Lecture: National De- 
fence Contribution and 
Income Tax 
Lecture: Management 
Methods in the United 
States 
NEWPORT 
Lecture : Executorship 


Law 


Lecturer. 


D. B. Levinson, B.A. 
W. J. Back, F.S.A.A. 


H. A. R. J. Wilson, 
F.C.A., FS.AA 


R. A. Witty, F.S.A.A. 


F. A. Roberts, 


A.S.A.A, 
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1939 


Mar. 8 Lecture: Income Tax W. W. Stanley 


Schedule A 


Cardiff and Newport Students’ Sections 
NEWPOR1 


1938 
Oct. 20 Joint meeting. Lecture: Arthur B. Watts, 
Cinema Accounts and F.S.A.A. 
their Audit 
CARDIFF 
Nov. 19 Lecture: Some Special Ivor Davies, A.S.A.A.- 


Points on Auditing 


Annual Dinner-Dance at 
Whitehall Rooms Park 


Nov. 23 


Hotel 

Dec. 15 Discussion: Errors and 
Mistakes. (Paper) 

1939 

Jan. 14 Lecture: Practical Talk J. Wallace Willams, 
on Liquidations P S.A.A. 

Feb. 9 Lecture: Income Tax Dennis H. Morgan, 

F.C.A. 

Feb. 25. Lecture: Some Aspects’ K. V. Stephens, B.A., 
of Sinking Funds A.S.A.A. 

Mar. 16 Demonstration Lecture : 


Powers-Samas Account- 
ing Machines 
\pr. | Students’ Mecting 
1938 NEWPORT 


Nov. 19 Short Papers by Students 

Dec. 15 Annual Dinner-Dance at 
King’s Head Hotel 

Dec. 16 Short Papers by Students 

1939 

Jan Lecture: The Stock Ex- Stanley lreeguard 
change. (Date to be 
arranged) 

Feb. IL Short Papers by Students 

Mar. 17 Lecture: An Approach to Noel Cliffe, A.S.A.A. 


Economics 

Cardiff Students’ Meetings are held at the Silver 
Lounge, Cardiff. 

Newport Students’ Meetings are held at Fearis’ Café 
and the Queen’s Hotel, Newport 


YORKSHIRE 

The opening meeting of the present session was held on 
October 4. His Honour Judge Frankland gave an address 
on the new Hire Purchase Act. 

The District Society Committee made arrangements 
for a series of three classes for students preparing for the 
Society’s examinations, and for other students who wish to 
attend. The classes were held from 11.0 a.m. to 12.0 noon 
in the library of the District Society on October 8, 15 and 22. 


PERSONAL NOTES 


Mr. A. E. Deason, Incorporated Accountant, has 
commenced to practise at 109, Orsett Road, Grays, 
Essex; also at East Ham and Leigh-on-Sea. The style 
of the firm will be H. W. Carpenter & Co. 

Mr. H. Livingstone, Incorporated Accountant, has 
been appointed City Treasurer of Bangor, North Wales. 

The Society was represented at the annual dinner 
of the Institute of Accountants and Actuaries in Glas- 
gow, held on October 24, by Mr. Walter Holman, 
President of the Society, and Scottish Incorporated 
Accountants were represented by Mr. Robert T. Dunlop, 
President, and Mr. James Paterson, Secretary, of the 
Scottish Branch. 


Mr. F. C. R. Moule, Incorporated Accountant, has 


commenced public practice at Tavistock Chambers, 


November, 1938 


Beastmarket Hill, Nottingham, and not at Birmingham, 
as stated in the last issue of ACCOUNTANCY. 

We understand that Mr. Walter Phillips, Incorporated 
Accountant, who has been Chief Accountant of A 
Guinness, Son & Company, Ltd., Dublin, for many 
years, is about to retire. Mr. Phillips intends residing 
in England. 

The Incorporated Accountants’ District Society of 
Nottingham, Derby and Lincoln has removed its library 
and offices to 5, Fletcher Gate, Nottingham. 


CHANGES 

Captain Herbert E. Davis, M.C., Incorporated 
Accountant, of 83, Fore Street, Moorgate, E.C2 
announces that he has admitted into partnership Mr, 
I’. G. Spreadbrow, Incorporated Accountant. — The 
practice will be carried on as Davis, Kellie & Co, 
Incorporated Accountants, at 83, Fore Street, Moorgate, 
London, E.C.2. 

Mr. H. P. Gowen, Incorporated Accountant, prac 
tising at 7, Queen Street, Norwich, under the style of 
Harman & Gowen, has taken into partnership Mr. R. F, 
Dewing, Chartered Accountant, Mr. F. G. F. Platten, 
Incorporated Accountant, and Mr. F. S. Smith, Ineor- 
porated Accountant, The firm name will be unchanged, 


REMOVALS 


Messrs. Stanley Wallis, Carter & Co., Incorporated 
Accountants, announce a change of address to § 
Fletcher Gate, Nottingham. 

Mr. Ernest Rukin, Incorporated Accountant, has 
removed his offices to 70, Queen Street, Morley, neaf 
Leeds. 

Messrs. Grundy, Middleton & Co., Incorporated 
Accountants, are now practising at Fountain House, 
81, Fountain Street, Manchester, having removed from 
1, Brazennose Street. 

Messrs. Lewis Tuck & Co., Incorporated Accountants, 
have removed their offices to Barclays Bank Chambers, 
69, Park Street, Camden Town, London, N.W. 

Mr. Harry Harris, Incorporated Accountant, formerly 
of Nottingham, is now practising at Langham House, 
308, Regent Street, London, W.1. 


OBITUARY 


Francis Edward Clements 

We record with regret that Mr. F. E. Clements, 
F.S.A.A., died on September 26 at the age of 70. Mr 
Clements was the senior partner of Messrs. Clements, 
Hakim & Co., Incorporated Accountants, London, and 
had been in public practice since 1906. He was pie 
viously for several years in the office of Messrs. C. S. 
Kemp, Son & Co., Chartered Accountants (now Messts 
Kemp, Chatteris, Nicholls, Sendell & Co.). He became 
a member of the Society of Incorporated Accountant 
in 1909 and a Fellow in 1915. 

Mr. Clements was a keen Freemason and a founder 
and Past Master of the Incorporated Accountants 
Lodge. 
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